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We are delighted to share with you PIMCO’s 2020 U.K. Stewardship Code Statement and Report for the period
covering, 1 January 2020 – 31 December 2020.
As one of the world’s leading investment managers, PIMCO’s mission is to deliver superior investment returns,
solutions and services to our clients. For 50 years, we have worked relentlessly to help millions of investors pursue
their objectives – regardless of shifting market conditions. Over the years, we have worked to integrate principles of
sustainability and stewardship into our high performance culture, our business management and our investment
process. Investing on behalf of our clients around the world, PIMCO has a large and important platform with which to
engage issuers to drive positive change on material sustainability issues. We believe engagement and stewardship
are essential tools for delivering meaningful impact for investors, markets and society.

Craig Dawson
Chief Executive Officer, PIMCO Europe Ltd
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PRINCIPLE 1: PURPOSE, BELIEFS, STRATEGY AND CULTURE
Our purpose and investment philosophy
PIMCO is one of the world’s premier investment managers. With our launch in 1971 in Newport Beach, California, PIMCO
introduced investors to a total return, long-term focused approach to fixed income investing. In the 50 years since, we continue to
believe that active management is the responsible way to invest our clients’ assets in fixed income. We have worked relentlessly to
help millions of investors pursue their objectives through shifting market conditions; bringing together our investment professionals
from across the globe, PIMCO's investment process is designed to promote fresh ideas and differing points of view. Our active
approach starts with an unparalleled understanding of every investment we make for our clients, with the goal of not just finding
opportunities, but creating them. Below, we note the key tenets of our firmwide approach and philosophy:
Long-Term Orientation – PIMCO believes that focusing on long-term, secular trends offers the greatest opportunity to add value
relative to the overall market, which is largely preoccupied with pricing in short-term factors. By maintaining a disciplined focus on
the firm’s secular views, PIMCO is better able to identify long-term value and prevent the firm’s trading decisions from being overly
influenced by emotion and short-term market sentiment.
Broad Universe – PIMCO is committed to implementing this approach by selecting from a broad universe that includes all
conventional fixed income sectors as well as newer, less traditional sectors, including high yield, emerging market debt, and
inflation-linked bonds. PIMCO believes that a broad opportunity set not only provides us with greater potential to enhance returns,
but also enables us to reduce portfolio risk through greater diversification.
Multiple Strategies – PIMCO believes that a diversified approach to adding value should deliver more consistent results, so
PIMCO employs multiple concurrent strategies and takes only moderate risk in each, thereby seeking to reduce the risk of poor
performance arising from any single source. Strategies utilised include duration management, yield curve or maturity structuring,
sector rotation and bottom-up techniques including those driven by the firm’s in-house credit and quantitative research.
Risk Management – This is a major focus at PIMCO and has been a cornerstone of the firm’s investment philosophy since the
firm’s inception. PIMCO measures and manages portfolio risk by focusing on a series of factor-based risk measures which capture
each portfolio's positioning and help quantify the portfolio’s broad exposure to a range of risks. PIMCO believes that successful risk
management demands constant reassessment of the investment landscape in order to anticipate future market events and evolving
risks.
These tenets of our investment process are key components of our commitment to the pursuit of our mission: delivering superior
investment returns, solutions and service to our clients. In our commitment to our clients and firmwide mission, we strive to
integrate key principles of stewardship to drive long-term value for clients leading to sustainable benefits for the economy, the
environment and society. One example of how we seek to provide long-term value for clients is our five-year track record of
investment performance relative to benchmarks – see exhibit.
Exhibit: 92% of PIMCO’s assets have outperformed benchmarks over a 5-year period (after fees).1

Financing a sustainable future
At PIMCO, we recognise we are stewards of our clients’ capital. As one of the world’s largest active fixed income investment
managers, PIMCO has sought for decades to evaluate risk and opportunities – both financial and non-financial – for the
investments we make on behalf of our clients. But as active investors we know it is not enough to rely on yesterday’s performance
or past credentials. We must continue to innovate and evolve to deliver for clients each day.
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PIMCO aims to play a crucial role in financing a sustainable future. Transitioning the global economy to a net zero carbon
emissions future will require trillions of dollars of investment, and we believe that the global bond market, almost double the size of
the equity market, and its investors will be essential in meeting such an ambitious goal.
Firmwide integration of ESG (environmental, social and governance) considerations into our investment practice is fundamental to
our stewardship philosophy. We formalised our commitment to incorporating ESG factors into PIMCO’s investment process in 2011
when we signed the UN Principles of Responsible Investment (UNPRI). Since then, we have evolved our firm’s approach to ESG
and expanded our ESG-focused investment solutions and analysis – in 2017, we launched a global ESG Investment platform to
help clients achieve their investment and sustainability goals, while influencing positive change. The firm’s size and long-lasting
relationships with issuers have helped us be a leader in ESG engagement for fixed income; as bonds investors, engagement is a
core pillar of our stewardship approach.
This evolution supports our clients who, like us, recognise that ESG issues are material investment and business factors that must
be considered in the investment process, as part of the firm’s fiduciary duty to its clients. Concurrently, this approach enables
alignment with broader societal and economic priorities such as achieving the Sustainable Development Goals (SDGs) and the
green energy transition.

Exhibit: What drives our sustainability philosophy?
•

Growth must be sustainable: For financial markets to prosper over the super secular horizon, growth cannot come at the cost
of society.

•

It is our fiduciary duty to manage risk: We recognise that ESG factors are increasingly essential inputs when evaluating
global economies, markets, industries and business models. Material ESG factors are important considerations when evaluating
long-term investment opportunities and risks for all asset classes, public and private markets.

•

Bondholders have a voice to drive change: We believe fixed income is an ideal asset class to drive meaningful ESG change.
The global bond market is almost double the size of the equity market, and unlike equity securities which are in perpetuity,
bonds mature and companies need to refinance. By engaging with companies when they need to fundraise, investors can help
push for sustainability commitments and accelerate change.

•

The investment universe is evolving: The economic disruption from poorly managed ESG risks is already being felt and the
leaders and laggards of the transition to a net zero carbon economy are emerging. Ratings agencies increasingly report on
bond issuers’ ESG risks in a way that affects their cost of capital. This is met by increasing demand, as more and more
consumers insist on products and brands that are more sustainable.

Please refer to the PIMCO ESG Investing Report, as well as Principles 4 and 8, for additional information.

PIMCO and our CORE values: Culture
As outlined above, our mission is an unwavering commitment to deliver for our clients, earning their trust and confidence. This
mission demands a high-performance, inclusive culture in which we work together to put our clients first and hold our people and
practices to the highest standards, in line with our CORE values of collaboration, openness, responsibility and excellence.
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Our culture is built on the fundamental belief that diverse thinking leads to better outcomes for our clients and our people. We seek
to constantly challenge consensus, adopt a global long-term view and promote candour and integrity in all that we do. We have
long believed that encouraging different points of view is critical to long-term success. One way we do this is by inviting outside
experts to share their insights and help us test our thinking.
•

Global Advisory Board: This team of world-renowned experts on economic and political issues meets in person or virtually
several times a year and contribute to our economic forums.

•

PIMCO Decision Research Laboratories: Through our partnership with the Center for Decision Research at The University of
Chicago Booth School of Business, we support research at the forefront of behavioural science.

•

PIMCO Fellowships at the California Institute of Technology: By sponsoring postdoctoral and graduate fellowships at
Caltech, PIMCO is establishing critical links with researchers at the cutting edge of technological change.

PIMCO’s investment staff is the organisation’s most valuable resource. The creation and implementation of new ideas and
concepts are critical to the ongoing success of the firm, whether through expanding PIMCO’s investment platform or creating new
ways to effectively service clients. The money management business is highly competitive. To attract and retain quality personnel,
it is necessary to provide investment professionals with an attractive and stimulating environment. It is important that those
professionals who wish to influence specific decisions be allowed to do so. PIMCO is firmly committed to broad participation by all
professionals in the affairs of the firm and, particularly, in the development of investment decisions.
PIMCO’s culture embodies the positive attributes of a partnership and is firmly committed to a vibrant, team-oriented, collegial
organisation. In a partnership, leadership and influence are generally exercised by example rather than position within a hierarchy.
Our investment team is energised and invigorated by the opportunities PIMCO’s team approach structure presents. Our core
values remind us that we are here to deliver a return on trust and to go beyond the call of diligence on our client’s behalf. We are
guided not just by rules, but responsibilities, as stewards of our clients’ capital.
One of the most important implications of the partnership or collegial organisation model is that work assignments occur based on
interest and ability to perform rather than position within the organisation. Therefore, the firm’s partnership and professional staff
may be involved in a variety of tasks that are somewhat removed from their main investment expertise, but that take advantage of
their unique abilities and interests in terms of solving problems that affect the firm as a whole. A particularly important aspect of this
is that compensation is separated from hierarchy position. It is not necessary for an outstanding professional to be promoted to a
position of management responsibility in order for him or her to be paid appropriately.
We have continuously socialised these values in many ways, namely by integrating them within our firmwide performance
evaluation criteria, as detailed below.
Performance evaluation
We are committed to building and fostering a high performance culture where employees are empowered to shape their career
growth and development, while keeping our clients at the centre of what we do.
The performance of all employees is generally evaluated on an ongoing 12-month cycle. Tailored rubrics combine the firmwide
performance criteria and ratings with business specific indicators of performance.
Our objective setting process, performance criteria and performance ratings provide a shared language and set of standards that
reinforce our performance-based, inclusive culture, deliver practical guidance to support career development and promote
transparency and understanding of what it means to succeed at PIMCO.
Employees establish goals at the beginning of the performance year followed by performance discussions throughout the year and
year-end performance reviews. PIMCO promotes a culture of providing real-time, ongoing feedback via manager and employeeinitiated conversations.
•

ESG and direct stewardship considerations are directly included in performance appraisal and objectives for employees with
direct ESG and responsible investment responsibility. Such considerations are integrated indirectly for all other investment staff
as ESG assessments are the responsibility of individual portfolio managers/analysts. Further details can be found on our
Remuneration Policy which is published on our website.

•

Key Performance Indicators for trade floor employees with direct ESG and responsible investment responsibility can include:
development of ESG frameworks, integration of ESG scoring across desks, engagement activity with issuers, market
engagement to drive new issuance, internal teach-ins, trade ideas, and performance of ESG mandates, among others.
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PIMCO, a pioneer in ESG fixed income
PIMCO embraces the notion that stewardship is the responsible allocation, management and oversight of capital to deliver longterm value for our clients. Fostering sustainable economic growth is essential to deliver on our clients’ financial objectives and we
view broader considerations for the environment and society as central to this approach.
At PIMCO, stewardship is incorporated into our investment process as fundamental to delivering on our client’s financial objectives.
ESG integration and issuer engagement are components of our investment research process, with the aim to enhance our clients’
risk-adjusted returns, as described in the PIMCO ESG Investment Policy Statement. Such factors may include but are not limited
to: climate change risks, biodiversity, social inequality, human rights, shifting consumer preferences, regulatory risks, or talent
management or misconduct at an issuer, among others. The incorporation of material ESG factors, as well as factors that are of a
concern for our clients, are part of a robust investment process. We recognise that ESG factors are increasingly essential inputs
when evaluating global economies, markets, industries and business models. Where applicable, such factors are important
considerations when evaluating long-term investment opportunities and risks for all asset classes in both public and private
markets. Our commitment to stewardship and ESG integration was one of the main drivers that led PIMCO to become a signatory
to the UN Principles of Responsible Investment (UNPRI) and formalise our support to the Taskforce on Climate-Related Financial
Disclosure (TCFD).
PIMCO continues to expand our intensive engagement initiatives with issuers around the world, spanning corporations, sovereigns,
municipalities and others. We believe strongly that an active engagement platform can deliver enhanced investment insight and
influence meaningful change. PIMCO’s global team of 75+ credit research analysts engaged with nearly 1,600 corporate bond
issuers across industries and regions. More than 600 of these engagements included substantive repeat interactions where PIMCO
analysts provided recommendations on material issues such as climate risk, balance sheet strategy, health and safety, supply
chain and setting long-term ESG targets. The ESG credit research team engages to drive progress on sustainability commitments,
impact bond issuance, climate risk mitigation and other central ESG topics. Moreover, PIMCO’s credit research analysts engage
regularly with the companies that they cover, discussing topics with company management teams related to corporate strategy,
leverage, and balance sheet management, as well as ESG-related topics such as climate change targets and environmental plans,
human capital management, and board qualifications and composition. To monitor PIMCO’s direct dialogues, we have built
engagement tracking systems, so that we can track progress over time against objectives. In sum, PIMCO continues to build on our
engagement efforts, aiming to reach more issuers and have more meaningful engagements using our improved technology and
engagement framework.
We also recently expanded research coverage and analysis into securitized assets. We utilise large datasets, proprietary analytics,
and fundamental research to select investments that responsibly expand credit availability and promote environmental
sustainability. Our research covers mortgage-backed securities (both agency and non-agency), collateralized loan obligations,
asset-backed securities and commercial mortgage-backed securities.
Further, as a leading global asset manager, PIMCO frequently receives requests to join different initiatives that support 3rd party
sponsored ESG frameworks; we are an active member of a number of key collaborative industry initiatives where we believe we
can add the most value, and are currently involved with nearly twenty industry working groups and coalitions that advance
sustainability efforts, helping to define global sustainability standards, encourage greater disclosure from issuers, and promote a
net zero future. We co-founded the UN Global Compact (UNGC) CFO Taskforce and are active leaders with the Task Force on
Climate-related Financial Disclosures (TCFD), the Carbon Disclosure Project, and Climate Action 100+, among many other groups
we work with to encourage innovation and progress in the ESG space. PIMCO is also a participant in the UN Global Compact, a
founding member of the Sustainability Accounting Standards Board (SASB) – Investor Advisory Group (IAG), and an executive
committee member of the International Capital Markets Association (ICMA). Through our work with these affiliates, we strive to
promote a more globally coordinated ESG effort.
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Below we highlight some of the actions and milestones we have achieved to enhance our sustainability efforts and stewardship at
PIMCO.

As of 30 September 2021. Past performance is not a guarantee or a reliable indicator of future results.
*UNPRI assessment report limited to asset managers signed up to the Principles for Responsible Investment (PRI) and based on how well ESG metrics are incorporated into their
investment processes. UNPRI Transparency Reports are available at https://stpublic.blob.core.windows.net/pri-ra/2020/Investor/PublicTR/(Merged)_Public_Transparency_Report_PIMCO_2020.pdf . Prior to 2021, PRI assessments were awarded scores based on A+ through E scale. A+ being highest score, while
E being the lowest. PRI Assessments awarded from 2021 onward are based on a scale of 1–5 Stars. 1 star being the lowest score, 5 stars being the highest. For methodology prior
to 2021, please refer to: https://www.unpri.org/reporting-and-assessment/how-to-access-reported-data/3073.article#downloads. For 2021 methodology, please refer to
https://dwtyzx6upklss.cloudfront.net/Uploads/v/g/y/2021_assessmentmethodology_jan_2021_403875.pdf.
**ESG AUM: portfolios with an ESG objective requiring a change to portfolio management (e.g., low carbon intensity, ESG scores, engagement, etc).
Refer to Appendix for additional investment strategy, risk and strategy availability information.

UNPRI score of A+: PIMCO received an A+ across all categories in 2020, for the third year in a row. We believe that the UNPRI is
a leading force in the ESG conversation within the investment management industry. PIMCO signed on as a UNPRI signatory in
2011.

UNPRI assessment report limited to asset managers signed up to the Principles for Responsible Investment (PRI) and based on how well ESG metrics are incorporated into their
investment processes. UNPRI Transparency Reports are available at https://www.unpri.org/public-signatory-reports-/transparency-reports-2020/6051.article. For methodology,
please refer to About PRI Assessment: https://www.unpri.org/reporting-and-assessment/the-reporting-process/3057.article.
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•

UN Special Envoy on Climate Action and Finance, Mark Carney joins PIMCO: In September 2020 during PIMCO’s Secular
Forum, we announced that Mark Carney, economist and former Governor of both the Bank of England and the Bank of Canada,
would join PIMCO’s Global Advisory Board. Mr. Carney is currently UN Special Envoy on Climate Action and Finance.

•

UN Global Compact (UNGC) CFO Taskforce: In August 2020, PIMCO joined the UNGC and the CFOs of multiple global
companies in announcing the launch of the “CFO Principles on Integrated SDG Investments and Finance”. The principles,
developed by the CFO Taskforce, are designed to mobilise and guide CFOs and their finance teams in aligning investment and
financing strategies with the Sustainable Development Goals (SDGs).

•

Designed and implemented ESG evaluation capabilities, including PIMCO’s proprietary green bond scoring framework, in
addition to municipal bonds and securitized assets. We have also developed proprietary engagement tools to track the progress
of our engagement efforts – for example, performing a criticality assessment of issues linked to specific deadlines for actions.
This way we can measure the progress on ESG engagement priorities on behalf of our clients over time.

•

Broadened our ESG team, by hiring dedicated ESG specialists in research, a climate expert and ESG integration analyst, an
ESG engagement analyst, as well as individuals dedicated to sustainable development in the context of global policy
advancements.

•

Launched new ESG dedicated products including a global investment grade credit ESG commingled fund, municipal bond
ESG solutions, an emerging markets ESG commingled fund, an ESG income fund/commingled fund, a climate bond
fund/commingled fund, an ultrashort maturity ESG ETF, and smart beta equity ESG ETF. We were also awarded the ESG
Investment Initiative of the Year in Fixed Income award from Environmental Finance for our Climate Bond Strategy overall.

•

Engagement with clients:
Meeting and exceeding the needs of our clients is a top priority at PIMCO. We collaborate with our clients on an ongoing basis
to ensure the way we manage their portfolios is aligned with their objectives. This includes crafting investment guidelines and
restrictions (guidelines) that reflect their risk and return profiles, but also guidelines that directly reflect clients’ stewardship and
climate-related objectives. We also manage assets for asset owners who have committed to net zero, and are prepared to work
collaboratively with them to support their decarbonisation goals and help them reach net zero emissions by 2050 or sooner.
Moreover, we look to partner with clients and consultants to better understand their views, specific needs, and how we can work
with them to create investment solutions that address their objectives. For additional examples of how we serve the best interest
of our clients and beneficiaries, please refer to Principle 6.

For further information on our integrated approach to ESG and stewardship overall, please refer to Principle 7.
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PRINCIPLE 2: GOVERNANCE AND RESOURCES
PIMCO’s structure helps to support our sustainability efforts and stewardship activities across key areas of the organisation,
including portfolio management, client management, product strategy group and business management, supported by our legal
and compliance team.
PIMCO’s focused and flat management structure helps enable quick responses to an ever-changing external environment. Key
areas of the organisation include portfolio management, client management, product strategy group and business management.
•

Portfolio management is collectively responsible for portfolio structuring, research and trading.

•

Client management comprises client service and business development investment professionals. Client service account
managers have overall responsibility for client relationships; their duties include translating client objectives into portfolio
guidelines, monitoring account activity for consistency with guidelines, and communicating with clients. Business
development account managers are responsible for identifying prospects and bringing new clients to the firm.

•

The product strategy group provides business leadership for each product at PIMCO. They are responsible for
understanding client investment needs and delivering value-added solutions that are designed to offer potential attractive
return, alpha, and/or diversification characteristics.

•

Business management comprises executive managers who establish strategic initiatives, develop firmwide technology
and analytics, oversee compliance and regulatory functions, and provide timely record keeping and investment support.
Our Executive Committee determines the company’s strategic direction and oversees the broad scope of our operations.

The following is PIMCO’s global organisational structure as of 30 September 2021:

As of September 2021.
*Portfolio Risk Management reports both to the Group Chief Investment Officer and the Chief Executive Officer
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Governance and resources
Firmwide sustainability and stewardship efforts are supported by a group of senior individuals within the firm, who have created a
robust governance structure to make sure that these initiatives are consistently implemented across the firm. Scott Mather, one of
PIMCO’s most senior portfolio managers and one of the firm’s five CIOs, oversees the firm’s global ESG portfolio integration and
sustainable investment and stewardship activities, and reports to our Group CIO, Dan Ivascyn. Grover Burthey leads all of PIMCO’s
ESG investment activity and oversees our team of ESG research analysts. In 2021 we created a new role, global head of
sustainability which oversees all of the business management of our ESG and sustainability initiatives, and reports directly to the
CEO. Finally, our product strategy group has a head of ESG who oversees all of our efforts for client solutions in the space.
For further information on how PIMCO approaches performance incentives and evaluation, please refer to Principle 1.
To help set the priorities for the firm’s sustainability efforts, PIMCO has a dedicated ESG leadership team in place that is
responsible for leading firmwide ESG integration, enhancing our sustainable investing capabilities and supporting the stewardship
of our clients’ capital. The group has members from across different functions at the firm, from portfolio management to client
facing, executive office to product strategy, and sets objectives and evaluates strategic initiatives on a continuous basis throughout
the year, including those tied to stewardship activities. Our structure and approach to ESG leadership ensures that sustainability
and stewardship activities are not separate businesses, but rather integrated across functions in the firm. The team meets biweekly with presentations and regular updates among the team leaders. In addition, the group regularly invites external speakers to
present their expertise in this field. Members of the ESG leadership team provide an update to PIMCO’s Executive Committee on a
periodic basis.
Please see below for PIMCO’s ESG leadership team as of August 2021:

A team supporting stewardship efforts firmwide
•

The ESG leadership team has 19+ years of investment experience on average.

•

PIMCO’s ESG credit research team of 8+ analysts leads our ESG engagement efforts, in coordination with the broader credit
research team, which has over 75 members. At a firmwide level, PIMCO’s global credit analysts and portfolio managers spend
11
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a significant amount of time conducting calls and in-person meetings with issuers’ senior management. In addition to financial
matters, they also address material ESG issues such as conduct and culture, product safety and carbon emissions.
•

The ESG analysts also focus on ESG research supporting our ESG integration efforts.

Below we show biographies of the key members of our ESG Leadership Team as well as others with sustainable investmentrelated responsibilities. Please refer to Appendix for further information on the ESG Leadership Team.
•

Scott Mather: Mr. Mather is CIO U.S. Core and Sustainable Investments and a managing director in the Newport Beach office.
He is a member of the Investment Committee and a generalist portfolio manager. Mr. Mather also oversees the firm’s global
ESG portfolio integration and sustainable investment activities. He was named 2019 Investment Leader of the Year by
Environmental Finance and is co-chair of the UNGC CFO Taskforce for the SDGs. Previously, he was head of global portfolio
management. Before that, he led portfolio management in Europe, managed euro and pan-European portfolios, and worked
closely with many Allianz-related companies. He also served as a managing director of Allianz Global Investors KAG. Prior to
these roles, Mr. Mather co-headed PIMCO's mortgage- and asset-backed securities team. Prior to joining PIMCO in 1998, he
was a fixed income trader specialising in mortgage-backed securities at Goldman Sachs in New York. He has 27 years of
investment experience and holds a master's degree in engineering, as well as undergraduate degrees, from the University of
Pennsylvania.

•

Grover Burthey: Mr. Burthey is an executive vice president in the Newport Beach office and head of ESG portfolio
management, leading ESG investment activity and the ESG analyst team. He also focuses on infrastructure investment
opportunities. He rejoined PIMCO in 2019. From 2017 to 2019, Mr. Burthey served as Deputy Assistant Secretary for Policy at
the U.S. Department of Transportation, where he led several infrastructure policy initiatives, including discretionary grants and
federal loans. He originally joined PIMCO in 2012 and was a portfolio manager on the structured credit desk, focusing on
commercial real estate, mortgage-backed securities, and corporate debt. Prior to that, he was with HSBC's debt capital markets
group. He has 14 years of investment experience and holds an MBA from the Stanford Graduate School of Business and a
bachelor's degree in economics from the Wharton School of the University of Pennsylvania.

•

Del Anderson: Mr. Anderson is a senior vice president in the Newport Beach office and a member of PIMCO's global
sustainability initiative, leading the integration of ESG factors for corporate credit research. He is also a credit analyst covering
regional banks, insurance, and insurance brokerage and a member of PIMCO’s Americas portfolio committee. Prior to joining
PIMCO in 2011, Mr. Anderson was an engagement manager at McKinsey, responsible for developing strategic and risk
solutions for global financial institutions, and was previously a banking analyst at the Federal Reserve. He has 18 years of
investment and financial services experience and holds an undergraduate degree in computer science from Stanford University
and an MBA from Columbia Business School.

•

Samuel Mary: Mr. Mary is a senior vice president and ESG research analyst in the London office, focused on the integration of
ESG (environmental, social, and governance) factors into PIMCO's portfolio management and credit research. He also leads
PIMCO’s research on climate change. Prior to joining PIMCO in 2018, he worked as a senior ESG and sustainability research
analyst at Kepler Cheuvreux, where he was responsible for the group’s thematic and impact investing research product, ESG
corporate access and in-house ESG integration framework, based on methodologies that integrate ESG issues within
fundamental equity analysis for specific sectors. He has 10 years of investment experience and holds a master’s degree in
management with a specialisation in finance from ESCP Europe. He was Extel's top-ranked individual for SRI (Stanford
Research Institute) Research in 2017, based on surveys of U.K. asset managers.

•

Kaboo Leung: Ms. Leung is a vice president and ESG engagement analyst in the London office, focusing on active
engagement with corporate issuers across sectors and topics. She also contributes to ESG engagement tracking and reporting,
and helps ensure engagement insights inform credit research and investment decisions. Prior to joining PIMCO in 2020, she
worked in the sustainability advisory field with Navigant, S&P Global Trucost, and the Climate Bonds Initiative in the U.S., Hong
Kong, and U.K., helping issuers improve their sustainability practices related to climate risk, scenario analysis, science-based
target setting, and supply chain ESG risks. She holds a master's degree in environmental economics and climate change from
the London School of Economics and an undergraduate degree from the University of Washington.
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PRINCIPLE 3: MANAGING CONFLICTS OF INTEREST
It is PIMCO’s policy to seek to avoid or mitigate potential conflicts of interest so that PIMCO may act in the best interest of its
clients.

Identifying and managing conflicts in practice
PIMCO has adopted policies and procedures that are reasonably designed to identify, manage and/or mitigate potential conflicts of
interest. Relevant to stewardship, these policies and/or procedures include, but are not limited to, the following:
•

Best Execution – PIMCO’s policy is to seek to obtain best execution for its clients and to execute client trades on the most
advantageous terms reasonably available under the circumstances. PIMCO has established a Global Best Execution
Committee that oversees execution activity across all of the strategies traded by PIMCO to help ensure compliance with this
policy.

•

Trade Allocations – PIMCO has adopted a trade allocation policy which includes procedures for allocation of investment
opportunities, to ensure trade allocations are timely, and that no set of trade allocations are accomplished to unfairly advantage
one client over another, and over time, its client accounts are treated equitably. The Compliance team undertakes trade
allocation analysis and testing as part of its surveillance program to monitor compliance with this policy.

•

Trading with Affiliates – PIMCO Europe is a subsidiary of Allianz SE. PIMCO generally seeks to avoid trading with affiliated
counterparties and investing in affiliated issuers and prohibits the placement of deposits with affiliated institutions. Restricted
counterparties and issuers are coded into PIMCO’s proprietary investment compliance system to provide an automated control
in this area.

•

Directed Brokerage – PIMCO policy is to ensure that PIMCO does not use trading relationships to reward brokers for fund
sales. Funds sales include creation orders by market makers for shares of PIMCO exchange traded funds. This conflict is also
addressed by, among other things, PIMCO’s best execution policies.

•

Material Non-Public Information/Inside Information – PIMCO has adopted a general policy of seeking to remain on the public
side of deals or not to be wall-crossed and PIMCO’s policy is to comply with applicable laws and regulations prohibiting the
misuse of material and non-public information. PIMCO’s policies and procedures are reasonably designed to restrict access to,
and prevent the misuse of such Material Non-Public Information (“MNPI”). These controls include the physical separation of
teams with access to MNPI supplemented by system access controls. The Compliance team operates a range of oversight
controls in this area including the use of restricted lists coded in the firm’s proprietary investment compliance systems as well as
trade and electronic surveillance activity to monitor that staff adhere to the restrictions.

•

Code of Ethics – PIMCO has adopted a detailed Code of Ethics (the “Code”) which governs the personal trading of all
employees and provides standards of conduct to help employees avoid potential conflicts that may arise from their actions and
any of their applicable personal investments. The Compliance team has implemented a range of controls ranging from preclearance of personal trades to the review, oversight and testing of a range of reportable personal activity.

•

Gifts and Entertainment – PIMCO has gifts and entertainment, and inducements policies in force which, seeks to provide
guidance, prevent or manage the potential conflicts of interest, or the appearance of such conflicts, that may arise when PIMCO
employees give or receive gifts, or host or receive gifts from brokers, vendors, issuers, clients, government officials and
consultants. The Compliance function oversees this area to assess potential conflicts and has created portals that provide
guidance on and facilitate reporting of such activity.

•

Co-investments – PIMCO has strict procedures in place including an approval process that must be complied with when a coinvestment is contemplated.

•

Investment Research and related Inducements – PIMCO has a research policy in place to address receipt and consumption of,
and payment for, investment research and certain related items. PIMCO’s policy is that, as a general rule, its employees are not
permitted to receive investment research, unless PIMCO pays for the research from their own resources.

The Compliance team reports to the Board of PIMCO Europe on a quarterly basis on whether any material issues have been
identified in the course of its monitoring and surveillance activities.
Conflicts related to proxy voting
PIMCO has adopted a global Proxy Voting Policy & Procedures (the “Proxy Policy”) and seeks to vote proxies, exercise rights or
give consent in the client’s best interests, consistent with the client’s mandate, and to prevent or manage potential conflicts of
interest that may arise.
The Proxy Policy applies when PIMCO seeks to exercise rights of election or consent attaching to fixed income securities. In these
circumstances, PIMCO’s fixed income credit research group is responsible for researching and issuing recommendations. In either
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case, it is possible for individual portfolio managers to override a recommendation if they consider it in the best interests of the
relevant client(s). In these circumstances, PIMCO will review the proxy to determine whether there is a material conflict between
PIMCO and the applicable client or between different clients holding the same security. If no material conflict exists, the proxy will
be voted according to the portfolio managers’ recommendation.
If a material conflict does exist, PIMCO will seek to resolve the conflict in good faith and in the best interests of the applicable
client(s). The Proxy Policy permits PIMCO to seek to resolve material conflicts of interest by pursuing any one of several courses of
action. With respect to material conflicts of interest between PIMCO and a client, the Proxy Policy permits PIMCO to either: (i)
convene a working group to assess and resolve the conflict (the “Proxy Conflicts Working Group”); or (ii) vote in accordance with
protocols previously established by the Proxy Policy, the Proxy Conflicts Working Group and/or other relevant procedures approved
by PIMCO’s Legal and Compliance department with respect to specific types of conflicts. With respect to material conflicts of
interest between a client and one or more other clients, the Proxy Policy permits PIMCO to: (i) designate a PIMCO portfolio
manager who is not subject to the conflict to determine how to vote the proxy if the conflict exists between two client accounts with
at least one portfolio manager in common; or (ii) permit the respective portfolio managers to vote the proxies in accordance with
each client account’s best interests if the conflict exists between client accounts managed by different portfolio managers.
Role of employees
Employees are required to be familiar with and follow the conflicts policy. Employees are trained annually on the content of
PIMCO’s conflicts policy and Code of Ethics. Their understanding of these policies is assessed as part of this training. If an
employee identifies a conflict of interest, the employee is required to contact their local compliance officer for guidance on how to
proceed. PIMCO may implement procedures to manage, mitigate or avoid conflicts of interest based on the particular facts and
circumstances of a situation.
Conflicts Committee
PIMCO has established a Conflicts Committee to oversee and assess the adequacy of PIMCO’s overall framework for managing
conflicts of interest. In addition, the Conflicts Committee evaluates particular matters relating to conflicts of interest which have
been escalated to the Conflicts Committee including (i) material changes to the overall framework for managing conflicts of interest
and (ii) material conflicts that require escalation to the Committee in accordance with a particular policy or procedure.
As a manager predominantly of fixed income securities, conflicts relevant to stewardship occur relatively infrequently within PIMCO.
However, if an issuer wishes to restructure its debt, a conflict may arise if PIMCO holds debt of different seniorities in different client
accounts. If PIMCO holds a material amount of the relevant issuer’s debt it may wish to be actively involved in negotiating the
terms of the restructuring. Such a situation would be referred to the Conflicts Committee.
In a recent example, the Conflicts Committee required that one team of portfolio managers should negotiate on behalf of clients
holding senior debt and another team should negotiate on behalf of clients holding junior debt. If a proposal for restructuring was
reached, each team of portfolio managers would vote on the proposal exclusively in the interests of the clients they represented. In
addition, certain physical procedures were put in place to ensure that the two teams acted independently of each other.
Managing conflicts in practice
As a manager predominantly of fixed income securities, conflicts relevant to stewardship occur relatively infrequently within PIMCO.
However, if an issuer wishes to restructure its debt, a conflict may arise if PIMCO holds debt of different seniorities in different client
accounts. If PIMCO holds a material amount of the relevant issuer’s debt it may wish to be actively involved in negotiating the terms
of the restructuring. Such a situation would be referred to the Conflicts Committee.
In a recent example, the Conflicts Committee required that one team of portfolio managers should negotiate on behalf of clients
holding senior debt and another team should negotiate on behalf of clients holding junior debt. If a proposal for restructuring was
reached, each team of portfolio managers would vote on the proposal exclusively in the interests of the clients they represented. In
addition, certain physical procedures were put in place to ensure that the two teams acted independently of each other. We believe
that this arrangement allowed PIMCO to respect the best interests of all clients involved.
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PRINCIPLE 4: RISK IDENTIFICATION AND MANAGEMENT
Process
PIMCO’s investment process includes both top-down and bottom-up decision-making, to which analysis of market-wide risks is
critical. The first and most important step in our process is to get the long-run view right. We believe that analysing secular
economic and political influences is fundamental to making sound portfolio decisions.
Secular and Cyclical Outlook
In our Secular Outlook, we seek to identify risks and opportunities, to anticipate long-term trends, and to establish guardrails for our
portfolios and priorities as risk managers. We consider secular analysis so important that we devote three days each year to what
we call our “Secular Forum”, at which we formulate our outlook for global bond markets over the next five years, seeking to benefit
from structural changes and trends in the global economy. Topics covered may include monetary and fiscal policy, inflation,
demographics, technology, productivity trends, global trade and climate change, among others. In addition, because we believe
diverse ideas produce better investment results, we invite analysts and scholars, including Nobel laureate economists,
policymakers, investors and historians, from outside the firm to share their expertise with us on financial and economic issues that
are germane to the outlook. We also welcome the active participation of the PIMCO Global Advisory Board, a team of worldrenowned experts on economic and political issues.
In our Cyclical Outlook, we analyse cyclical or business cycle trends over the near term. PIMCO investment professionals meet
three times a year in “Cyclical Forums” to evaluate growth and inflation over the near-term business cycle. We evaluate, from a
bottom-up perspective, research and economic data across major developed and emerging market economies with an eye toward
identifying potential changes in monetary and fiscal policies, market risk premiums and relative valuations.
An overview of how market-wide risks are integrated into our portfolios
Following our Secular and Cyclical Forums, the Investment Committee, comprising senior portfolio managers, discusses detailed
country-level macroeconomic conditions and trends. The Investment Committee takes the input from our economic forums and
combines it with the analysis provided by each of the regional portfolio management teams, with the aim of constructing a global
model portfolio.
Stress testing
PIMCO utilises stress testing to capture and quantify the potential impact of market-wide and systemic risk to a client’s portfolio.
Portfolios are subject to frequent stress testing based on PIMCO’s Investment Committee guidance, the firm’s macro views and
historical market movements. Further, PIMCO engages with central bankers, politicians, academics and industry practitioners to
gain insight on global economic and political issues and their relevance for the financial markets, incorporating potential future
outcomes in stress testing.
Acting as stewards of our clients’ capital over the past 50 years, PIMCO invests heavily to deftly manage unprecedented market
environments like the COVID-19 pandemic, the global financial crisis and other periods of extreme volatility.
PIMCO has set up a Climate Risk Working Group, which includes representatives from various teams such as economist, risk,
analytics, client solutions, credit and portfolio management. This group is focused on embedding climate-related risk into existing
PIMCO core stress-testing tools, portfolio risk profiling and research. This includes a focus on scenario analysis based on emerging
methodologies and guidelines, such as those seeking to model the potential impact on portfolio returns in the event of an extreme
and sudden climate transition or failure to act.
Climate change
PIMCO recognises that climate change will likely have a profound impact on the global economy, financial markets and issuers,
and we have developed tools and methods that seek to incorporate over time relevant climate risk evaluations in our investment
decisions as per applicable investment guidelines or business considerations.
Climate change entails an array of both financial risks and opportunities – opportunities that PIMCO’s investment strategy seeks to
manage and harness on behalf of our clients. The pace of change is swift: risks and opportunities related to climate change may
materialise in unexpected ways, and they can affect investments across asset classes, including a wide range of fixed income
securities: corporate credit, mortgage-backed securities, sovereign and municipals. Over the last few years, global markets
witnessed the consequences of climate-related catastrophes, including deadly wildfires, hurricanes, typhoons and other anomalies
across the globe. Hence, the impact on financial markets, bond prices and the broader economy may be abrupt and sudden, and
as investors, we must stay vigilant and flexible, to make sure we are acting with our clients’ best interests in mind.
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At the overall firm investment process level, PIMCO has incorporated climate change analysis into the Secular Forum, where we
form our five-year investment views. We also invite outside experts to discuss climate change from a geopolitical and policy
perspective. Here are some guests in recent past forums:
•

Mark Carney, UN Special Envoy on Climate Action and Finance; former Governor of the Bank of England and former Governor
of the Bank of Canada

•

Daniel Yergin from IHS Markit

•

Jason Bordoff, Founding Director of the Center on Global Energy Policy at Columbia University SIPA (School of International
and Public Affairs)

At the portfolio level, PIMCO’s climate change framework is integrated into our investment process through PIMCO’s ESG
assessments. We use proprietary methodology and analysis that reflect fixed income’s specific features, and we actively engage
with issuers on climate change mitigation and readiness. We believe that climate-related factors may have material impacts on
issuers’ credit quality (now and over the long term), affecting the full range of fixed income and related asset classes, e.g.,
mortgage-backed securities, corporate credit, sovereigns and municipalities.
To help analysts evaluate climate risk, PIMCO’s ESG specialists designed seven proprietary tools (see figure below), drawing on
our decades of experience in fixed income analysis. The insights these tools provide are intended to help portfolio managers better
manage and mitigate climate-related credit risks and align ESG-dedicated portfolios with the Paris Agreement targets – as always,
working within specific portfolio objectives and guidelines.

PIMCO’s seven climate tools for risk analysis and management

Below we show an example of how this led us to identify an investment opportunity:
Case study
•

Issuer: U.K.’s largest commercial bank, with a dominant position in retail.

•

ESG and Climate Integration: The issuer has limited direct exposure to transition risks, and has taken recent positive steps on
carbon emissions: setting a target to halve portfolio carbon emissions by 2030 versus 2020 levels, further planning to set targets
for material sectors by 2020. The firm has started undertaking climate risk scenario analysis as per the TCFD recommendations
and has also ramped up its “green” finance offering in the real estate sector. From a social perspective, this was the first FTSE
company to set diversity targets, and proactively engaged employees to enhance its human capital management.

•

PIMCO Engagement: PIMCO engaged with the issuer for a refresh of their latest ESG data and development. In a call with their
team, we discussed their progress and plans on climate risk assessment, alignment with the Paris Agreement, sectoral policy,
human capital support towards digitalization and how ESG is reflected into employee performance assessment. PIMCO aims to
maintain the dialogue for follow-up discussion on these areas moving forward.
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Assessing risks during the COVID-19 pandemic
The outbreak of COVID-19, followed by global demonstrations calling for action on racial injustice and social inequality, propelled
the Social aspect of stewardship and sustainability discussions (the S in ESG) to the top of corporate and investor agendas.
It is clear through conversations with our global clients, issuers, and policymakers that the ongoing crises facing the global
economy will only sharpen the focus on how businesses interact with all stakeholders. Reflecting this, we expect greater
transparency going forward on social dimensions, which would be a welcomed development. As investors, we are committed to
encouraging greater transparency from companies.
Watching events unfold over 2020, we also recognized our research and engagement approach should continue to improve. In
September 2020, PIMCO and members of the UN Global Investors for Sustainable Development Alliance issued a global call-toaction on COVID-19 in order to fund urgent needs around the pandemic. Collectively we developed and released a special
resource with guidance for companies and sovereigns on creating COVID-related financing instruments (e.g., bonds). Emmanuel
Roman, PIMCO CEO, provided a quote for the related UN global announcement. The guidance itself was largely based on
PIMCO’s own guidance and recommendations related to sustainability-aligned bonds.
(For further information, see: https://www.gisdalliance.org/resources/documents.)
As such, PIMCO is committed to deepening our analysis of material social factors into our fundamental research, while engaging
companies on issues of equality, diversity, and human capital management. Moreover, we are active in building and driving greater
social bond issuance, particularly social bonds seeking to address near-term COVID-19 response and recovery efforts for
disadvantaged groups. With this, we note five major social themes affecting creditworthiness and driving new social bond issuance,
and also outline some of PIMCO’s engagements with issuers on social themes.
What did we see as the key themes with social bond issuance during COVID-19?
1.

Health and well-being are key priorities: First and foremost, many companies have responded to ensure workers, especially
those in essential industries, have equipment and space needed to operate safely. Beyond physical protections, many
companies are also improving healthcare options and benefits, such as telehealth, mental health counseling, and child care, to
better cover peoples’ needs.

2.

Work is being reallocated: Tens of millions of people in the U.S. alone filed for unemployment, and a much higher number
were estimated to be out of work globally. Hourly wage, service workers, people with children, and minorities appear to be
disproportionately affected. It is unrealistic to think that all of these workers will return to the same job and in the same
capacity. There will likely be leaders and laggards in the redistribution of work as the recovery progresses.

3.

The way many people work may change permanently: According to a Gallup poll in the U.S., more than 60% of employed
Americans said that they worked from home during the pandemic, up from about 30% before widespread “shelter-in-place”
orders. Additionally the poll reported three in five workers say they preferred to work from home as much as possible even
after public health restrictions are lifted. Employers are starting to think differently about working styles and benefits, with
greater flexibility becoming a higher priority.

4.

Supply chains will need to be derisked: Simplified, transparent supply chains are critical to spotting and managing
production stoppages. A key finding of PIMCO’s most recent Cyclical Forum was that firms may try to reduce the risks and
complexity of global supply chains, with a key step being improved transparency beyond large, first-tier suppliers.

5.

Cybersecurity and privacy defenses will increase in importance: A sharp increase in employees working remotely and
customers shopping online increases risk levels for data and privacy breaches. A Verizon report noted VPN usage was up over
80% and collaboration tool usage was up over 1,200% compared to a typical pre-COVID day. Many companies are focused on
making the accelerated transformation to digital safer.

Case studies: PIMCO engaging on the S of ESG in the context of COVID-19
Recognising that the pandemic continues to affect communities and economies around the world and that company responses are
evolving, our engagements in 2020 with corporate issuers have identified examples of companies with advanced social
performance providing rapid, innovative social support measures:
•

Case Study A: A hotel real estate investment trust (REIT), operating in one of the sectors hardest hit by widespread stay-athome restrictions, quickly partnered with businesses in essential industries to provide temporary work for employees, while
maintaining healthcare benefits. This program helped mitigate devastating income loss for employees, and will help the
company maintain its workforce as hotels are gradually reopened. The model has since been adopted more broadly across
hard-hit sectors. After we engaged to learn about these positive labour relations efforts, we scored this pioneering company as
a social leader versus its peers.
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•

Case Study B: A food and beverage company went beyond needed safety measures to provide increased pay, free mental
health counselling, and expanded child care services. The company already benefitted from low employee turnover rates versus
peers, a trend we expect to continue and will closely monitor in future engagements.

•

Case Study C: A technology hardware company stepped up to support small business suppliers through accelerating payments,
helping to avoid cash flow issues. The company has not reported major operating disruptions to date. This action confirmed our
improving view of the company’s performance on social issues, a view that has been shaped by routine engagements through
multiple rounds of bond issuance.

•

Case Study D: A media company updated a purpose statement for employees and executives to align with the demographics of
its broadcast listeners, a diverse group broadly matching U.S. demographics. The company also published social policies
covering diversity, data security and privacy, community outreach, and disaster response. Additionally, the company is now
publishing an annual impact report to quantify the impact of local campaigns on social issues.

COVID-19 continues to devastate societies and communities around the world. How companies and investors respond will help
support the health of individuals and a coordinated economic recovery. Engaging to understand and value social factors in
corporate credit assessments, and investing directly in positive outcomes through social bond issuance, are two key ways fixed
income investors can take action as part of a global response to the current crisis.

Case study: PIMCO as a corporate during COVID-19
PIMCO maintained our focus on our key mission and our client centricity during the COVID-19 pandemic. As outlined in Principle 1,
PIMCO’s investment staff are the organisation’s most valuable resource, and as such, PIMCO swiftly adopted a number of policies
and programs designed to promote connectivity and support employee well-being in the context of the pandemic. A few examples
of enhanced communication and support of employee health include:
Communication
•

Dedicated email staffed 24/7 for employee inquiries, reporting of positive test results, and tracing of contacts

•

Regular touch-points in the form of employee briefings with PIMCO’s medical advisor

•

Frequent communication from the Executive Office on the status of vaccination requirements, mask wearing and other
mitigation efforts, and, where appropriate, return to office protocols

•

Increased surveys to gather employees' sentiment on well-being and mental health, to garner information on how we can
support employees’ general well-being

•

Launched an information and communications hub where we provided tools and resources to help employees adjust, maintain
balance, stay connected and find the right support for them

Employee health and well-being
•

COVID-19 vaccination campaign with time off for vaccination

•

Access to flu vaccination through either onsite clinic or vouchers provided to employee and partner

•

Employee briefings on topics of relevance including “Impacts of COVID-19 on Children and Teenagers” and “Vaccinations”
conducted by leading medical professionals

•

A new Wellness Day benefit, in excess of existing leave balances, to encourage employees to invest in their well-being

Beyond the pandemic, PIMCO remains deeply focused on supporting employees’ mental and emotional resilience. Below we
provide examples of facilities available to employees more generally, to promote their well-being.
•

“Digital GP” with around-the-clock access to GP video consultations, pharmacy services and repeat NHS prescriptions with free
delivery

•

Access to a “Healthcare Concierge” with advice from a dedicated, fully qualified nurse on medical treatment plans

•

Enhanced back up dependent care, family care solutions, academic support and tutoring through national provider “Bright
Horizons”

•

Monthly gym subsidy
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PIMCO’s industry leadership in ESG fixed income
As a leading global asset manager, PIMCO frequently receives requests to join different initiatives that support 3rd party sponsored
ESG frameworks. Our ESG leadership team vets and reviews each potential opportunity to ensure it aligns with our ESG
philosophy and approach. We are highly involved with ESG and other sustainability efforts globally, helping to define global
sustainability standards and to encourage greater disclosure from issuers.
The below details only a small subset of the initiatives that PIMCO has developed or led to drive sustainable finance in
fixed income.
•

UN Global Compact (UNGC) CFO Taskforce
– In August 2020, PIMCO joined the UNGC and the CFOs of multiple global companies in announcing the launch of the
“CFO Principles on Integrated Sustainable Development Goal (SDG) Investments and Finance.” The principles, developed
by the CFO Taskforce, are designed to mobilise and guide CFOs and their finance teams in aligning investment and
financing strategies with the SDGs.

•

United Nations’ Global Investors for Sustainable Development (GISD) Alliance
– PIMCO joined UN GISD Alliance, along with 29 other private sector organisations, in October 2019. The UN GISD Allianz
consists of 30 CEOs, including PIMCO’s Manny Roman, who focus on accelerating long-term investment into sustainable
development.

•

International Capital Markets Association (ICMA)
– PIMCO has a seat on the Green Bond Principles (GBP) and Social Bond Principles (SBP) Executive Committee, which
helps shape the evolution of the green bond and social bond markets. Members of the ExCom represent investors, issuers
and underwriters. ICMA sets out guiding principles that shape and enhance the market for green, social, sustainability and
sustainability-linked bonds.

•

Institutional Investors Group on Climate Change (IIGCC): Net Zero Investment Framework
– The Net Zero Investment Framework provides a common set of recommended actions, metrics and methodologies
investors can utilise to help achieve global net zero global emissions by 2050. This important framework helps support
investors decarbonising their investment portfolios and increasing allocations to climate solutions, in a way that is
consistent with a 1.5°C net zero emissions future. PIMCO co-led the Sovereign Bond working group and provided input as
a member to the Corporate Bond working group. Our team is also participating in six other working groups related to
infrastructure, private equity, adaptation/resilience, net zero implementation, investment in climate solutions and Paris
Agreement alignment for banks.

•

Climate Action 100+: Net Zero Company Benchmark
– The CA100+ Initiative members sent in September a letter to 161 CEOs of global companies calling for commitments to net
zero business strategies. The initiative seeks more robust and comparable information on how companies are realigning
their business models with the Paris Agreement and a net zero emissions future. PIMCO engaged several issuers as part
of CA100+, including GM, Ford, Kinder Morgan, National Grid, EDF, Iberdrola, Danone, Vistra Energy, Engie, Petrobras,
Pemex, GE and International Paper.

•

Bank of England Climate Financial Risk Forum (CFRF): Guide to Climate-Related Financial Risk Management
– In June 2020, the CFRF published their guide to climate-related financial risk management. The guide aims to help financial
firms understand the risks and opportunities that arise from climate change, and provides support for how to integrate them
into their risk, strategy and decision-making processes. Here, A PIMCO case study is provided in the Scenario Analysis
Chapter of the guide, demonstrating PIMCO’s leadership and commitment to engaging with issuers on ESG issues.
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PRINCIPLE 5: POLICY REVIEW
PIMCO looks to regularly review the processes and policies that support our stewardship activities. Our Sustainable Investing
Governance Framework is designed to broadly establish the roles and responsibilities of key ESG functions/groups involved in
PIMCO’s governance, and empower our professionals to keep stewardship at the forefront of all they do at PIMCO.
ESG Policy review
PIMCO has a published ESG Investment Policy Statement that details PIMCO’s commitments to the integration of ESG factors into
our broad research process, sustainable investment solutions offered to our clients, our engagement with issuers on sustainability
factors, and our climate change investment analysis. PIMCO formalised our ESG Investment Policy Statement originally in 2012
with continuous enhancements and evolutions over the years.
This statement is designed to apply broadly to our firm’s long-term investment process and to our dedicated ESG investment
solutions.
PIMCO’s ESG Policy is reviewed at least annually by the ESG Leadership Team who helps govern PIMCO’s ESG capabilities and
platform. Please see the Appendix for further information
Exclusions Advisory Group
In our ESG Funds, PIMCO excludes industry and sectors which are fundamentally misaligned with the firm’s evolving Core
Exclusions List, which includes alcohol, tobacco, civilian and military weapons, gambling, adult content, and coal and oil. A
dedicated Exclusions Advisory Group, which consists of investment professionals from across the firm, is responsible for
developing a list of issuers and industries (collectively, the “Dynamic Exclusions List”) which may be excluded from the portfolio due
to business practices which are currently (but not necessarily fundamentally) misaligned with ESG principles or which have failed to
effectively respond to PIMCO’s engagement efforts. In determining issuers for the Dynamic Exclusions List, the ESG Advisory
Group references globally accepted norms such as the UN Global Compact Principles, the UN Guiding Principles on Business and
Human Rights, and the International Labor Organization Conventions.
The Exclusions Advisory Group meets as needed and at least quarterly to review and update our Core and Dynamic
Exclusions lists.
Case Study: In June 2020, PIMCO’s Exclusions Advisory Group addressed the effort to make PIMCO’s fossil fuel screens and
exclusion thresholds more stringent, keeping in line with developments on climate disclosures. Teams presenting to the Exclusions
Advisory Groups undertook exercises to assess the potential impact of new fossil fuel screens on key ESG-dedicated mandates at
PIMCO.
Outcome: The Exclusions Advisory Group approved more stringent fossil fuel requirements to be implemented across PIMCO
sponsored funds with ESG objectives.
External benchmarking – PRI Assessment
As outlined in Principle 1, we believe that the UNPRI is a leading force in the environmental, social, and governance (ESG)
conversation within the investment management industry. Based on our assessment of this organisation and their standing within
the industry, we became a UNPRI signatory in September 2011. As a UNPRI signatory, we participate in the annual UNPRI
questionnaire on the implementation of the six principles yearly, allowing us to continually evaluate and improve our stewardship
processes and policies. PIMCO’s answers to this questionnaire are publicly available.
Reflecting the depth and breadth of our ESG integration as a firm, in 2020 PIMCO received an A+ rating (highest score) from our
UNPRI Assessment Report, which is the third consecutive year receiving an A+ rating. We now score A+ across every single
indicator, highlighting our evolution and strong improvement in sustainable investing. PIMCO’s 2018, 2019 and 2020 scores are
provided below.
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2020

2019

2018

PIMCO’s
Score

Median
Score

PIMCO’s
Score

Median
Score

PIMCO’s
Score

Median
Score

Strategy & Governance

A+

A

A+

A

A+

A

Fixed Income – SSA (Sovereign/Supra/Agency)

A+

B

A+

B

A+

B

Fixed Income – Corporate Financial

A+

B

A+

B

A+

B

Fixed Income – Corporate Non-Financial

A+

B

A+

B

A+

B

Fixed Income – Securitized

A+

B

A+

C

A+

C

Category

UNPRI assessment report limited to asset managers signed up to the Principles for Responsible Investment (PRI) and based on how well ESG metrics are
incorporated into their investment processes. UNPRI Transparency Reports are available at https://stpublic.blob.core.windows.net/pri-ra/2020/Investor/PublicTR/(Merged)_Public_Transparency_Report_PIMCO_2020.pdf. For methodology, please refer to About PRI Assessment: https://www.unpri.org/reporting-andassessment/the-reporting-process/3057.article.

Internal monitoring and review of policies
In addition to the published ESG Investment Policy Statement referenced above, PIMCO’s legal and compliance department
maintains a comprehensive global compliance program which includes the administration of compliance policies and procedures
that govern the firm’s fiduciary activities, which include ESG investing.
The administration of compliance policies is led and coordinated by the legal and compliance department with input from relevant
business functions as appropriate. The process seeks to:
•

customise compliance policies to PIMCO’s business activities,

•

affirm that relevant developments affecting our business are captured and that proposed changes are subject to appropriate
internal review, and

•

confirm that policies align with identified risks, industry standards and relevant regulatory requirements and expectations

The legal and compliance department leverages leading external counsel (where appropriate) and also participates in various
industry forums around the world to help inform and guide their oversight and coordination activities.
New policies and changes to existing policies
Development of new policies and revisions to existing policies are based on various factors including: regulatory and operational
changes, industry developments, the evolution of the firm’s business, potential conflicts of interest, and regulatory priorities, among
other criteria. Changes to PIMCO’s global compliance policies and procedures are reported on a quarterly basis.
In the U.K., the Board of PIMCO Europe Limited is responsible for the review and approval of all compliance policies on at least an
annual basis with material updates presented by the compliance team for approval at quarterly Board meetings. During 2020,
reviews of relevant policies were undertaken in relation to changes in national ESG related regulations including, among others, the
UK Modern Slavery Act and UK Gender Pay Gap disclosure requirements. As of December 2020, there were no material changes
to compliance policies specific to ESG investing.
Assurance processes
Assurance processes generally consist of supervision and accountability by business personnel; compliance training, internal
surveillance and testing; in addition to independent internal audit reviews.
Generally, PIMCO has implemented a “three lines of defence” risk management model, which includes:
•

1st line of defence: ownership of activities by business personnel and management in accordance with internal controls,
compliance policies, and procedures and guidance provided by PIMCO’s legal and compliance department.

•

2nd line of defence: monitoring and testing performed by the compliance department, which evaluates the business’s adherence
to relevant compliance program requirements.

•

3rd line of defence: periodic independent reviews conducted by the internal audit function of PIMCO’s parent company, Allianz.
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Mandatory global compliance training
The legal and compliance department conducts comprehensive global training for the firm to educate personnel on global
regulatory requirements, internal controls and the firm’s policies and procedures. Compliance training is mandatory and it
encompasses new hire, annual compliance training and periodic or ad hoc training on an as-needed basis. Compliance training is a
critical function in communicating expectations and obligations consistent with the 1st line of defence. Personnel that do not
complete mandatory compliance training requirements are subject to consequences under the firm’s Remedial Guide.
Compliance monitoring and testing
PIMCO’s compliance program also includes the monitoring and testing of compliance policies aligned to the 2nd line of defence.
As a 2nd line control function, the compliance teams globally undertake a program of testing and operate various controls to provide
confirmation that the policies adopted by PIMCO are operating effectively. In line with best practices, the program of testing is riskbased and the risk assessment is informed by both internal and external factors. These programs include the coding and
monitoring of relevant investment guidelines and restrictions within our proprietary automated investment compliance systems,
along with surveillance and testing activities including interviews with relevant staff and certification processes.
Internal audit
PIMCO's internal audit function is performed independently by its parent company, Allianz Asset Management (AAM) – the 3rd line
of defence. AAM Internal Audit’s role is to determine whether PIMCO’s risk management, internal control and governance
processes, as designed and implemented, are adequate and working as intended. It also aims to ensure that risks are
appropriately identified and managed, that operations and employees’ actions comply not only with internal policies and procedures
but also with applicable laws and regulations, and that company and client assets are appropriately safeguarded. The internal audit
department applies a risk-oriented model to prioritise audit areas within PIMCO. This model is the core of the annual audit planning
process. Areas assessed as having a higher risk are audited more frequently.
In the U.K., the Audit Committee of PIMCO Europe Ltd oversees the program of internal audit testing relating to the business of
PIMCO Europe Ltd. In addition to focusing on matters specific to PIMCO Europe Ltd., this program will seek to leverage reviews by
the internal audit team of global processes within PIMCO. In that context, we would note that the Internal Audit team performed a
global review of “PIMCO ESG – Investment and Governance” in 2020. The internal audit identified enhancements to be addressed
in formalizing PIMCO’s ESG governance framework and the further development of an application used to track certain
engagement activity. PIMCO provided Allianz with a written response summarizing the enhancements implemented by the firm to
address the audit findings and the audit was formally closed.

22

Go to Table of Contents

PRINCIPLE 6: CLIENT CARE AND COMMUNICATION
PIMCO is responsible for managing $2.21 trillion across geographies and asset classes and on behalf of a range of clients: central
banks, sovereign wealth funds, pension funds, corporations, foundations and endowments, and individual investors around the
world. While primarily known as one of the world’s largest fixed income managers, PIMCO also manages a broad range of
strategies across different asset classes including alternatives, equities, and real assets. Our scale and specialised resources have
helped us build a diverse platform of product offerings.
Our clients rely on an investment process that has been tested in virtually every market environment. PIMCO’s investment process
involves broad participation from all investment professionals around the world to ensure greater diversity of input and more
rigorous debate. Moreover, PIMCO’s senior leadership is committed to maintaining our culture of putting clients first and holding our
people and practices to the highest standards.
Given the breadth of our client base, PIMCO has established an extensive fixed income platform which aims to help our clients
meet their investment objectives over various time horizons. Our diverse platform offers short- and long-term investment solutions
to help our clients meet their objectives.
Meeting and exceeding the needs of our clients is a top priority here at PIMCO. One of the ways in which we measure success is
by looking at the percentage of PIMCO assets that are outperforming their benchmarks over a 5-year period (after fees). We
believe that this metric is important as it enables our clients to measure the value we are able to add to portfolios as active fixed
income investors over the medium term.
We also focus on clear communication with our clients to understand their needs and objectives, which may evolve over time, and
we strive to provide industry-leading client service and reporting.
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Assets under management (AUM)*

PIMCO is responsible for managing $2.21 trillion entrusted to us by:

•

Central banks

•

Foundations and endowments

•

Sovereign wealth funds

•

Financial advisors

•

Public and private pension funds

•

Family offices

•

Financial and nonfinancial corporations

•

Individual investors

AUM BY
STRATEGY

Credit: 18%

Income: 18%

Core: 13%

Long Duration: 13%

Cash Management: 8%

Global: 8%

Mortgages: 4%

Alternatives: 3%

Municipals: 3%

Real Return: 3%

Asset Allocation: 2%

Diversified Income: 2%

Emerging Markets: 2%

Equities: 2%

Other: 1%

Fund Investors: 58%

U.S.: 59%

Corporate: 13%
EMEA: 20%
Other: 9%

AUM BY
CLIENT TYPE

Public: 9%
Insurance: 6%

Japan: 8%

AUM BY
GEOGRAPHY

Asia ex-Japan: 6%

Central Bank: 3%

Australia: 3%

Non-Profit: 1%

Canada: 2%

Endowment/
Foundation: 1%

LATAM: 2%

*PIMCO manages $2.21 trillion in assets, including $1.63 trillion in third-party client assets as of 31 December 2020. Assets include $17.1 billion in assets of clients contracted with
Gurtin Fixed Income Management, LLC and $79.7 billion in assets of clients contracted with Allianz Real Estate, affiliates and wholly owned subsidiaries of PIMCO.
Please note: ‘Fund Investors’ may include other client types investing via our pooled solutions.
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PIMCO works with clients to manage their portfolios in alignment with their stewardship and investment policies. For example,
clients may share their statement of investment principles or responsible investment policy, which we can evaluate to ensure
alignment with their investment guidelines and restrictions. Furthermore, some clients have included details on their expectations
around stewardship within these policies and documents.
Dedicated ESG funds/commingled portfolios are managed in alignment with each portfolio’s stated guidelines and investment
objectives.
We communicate with clients on engagement activities within portfolios, and we publish our firmwide engagements in our annual
ESG Investing Report. PIMCO also responds to client data requests on stewardship and engagement with the necessary
information in order to meet reporting requirements.
Sustainable assets under management
Further, PIMCO has managed socially responsible investments since 1989. As of December 2020, our sustainable investment
assets under management have grown to $659 billion, which include negatively screened (with two or more exclusions);
environmental social and governance (ESG) labelled; and thematic portfolios. Importantly, we continue to grow our sustainable
investing business as client demand increases and the regulatory landscape of our clients evolves.

Source: PIMCO. As of 31 December 2020. For Illustrative purposes only.
Impact Global initiatives can be found in the Appendix.
1 PIMCO Climate Bond Strategy was awarded ESG Investment Initiative of the Year (fixed income) in Environmental Finance’s 2020 Sustainable Investment Awards. The
Environmental Finance Sustainable Investment Awards seek to recognize and highlight the work of asset managers and key players incorporating ESG across all asset classes
and winners are selected by an advisory panel consisting of industry experts chosen for their knowledge, objectivity and credibility along with the Environmental Finance editorial
team, whom will review the submitted entry material. Judges score each entry individually and any conflict of interest will be removed, the judge’s score will be confidential.
2 UNPRI assessment report limited to asset managers signed up to the Principles for Responsible Investment (PRI) and based on how well ESG metrics are incorporated into their
investment processes. UNPRI Transparency Reports 2020 are available at https://www.unpri.org/signatories/transparency-reports-2018/3350.article. For methodology, please
refer to About PRI Assessment: https://www.unpri.org/signatories/about-pri-assessment.
Sustainable Investment AUM includes third-party Socially Responsible AUM (negative screened portfolios), ESG AUM (portfolios with ESG objectives) and thematic AUM, along
with $468bn in Allianz Sustainable Investment AUM.

Incorporating stewardship and sustainability objectives in client portfolios
Our clients are at the heart of our business, and being a trusted advisor goes beyond understanding investment objectives, risks,
and constraints of the portfolio. It involves working alongside clients to understand their evolving needs and proactively designing
and providing investment solutions that are catered to these needs.
Material ESG risk factors are integrated in our investment process and hence have the potential to affect any portfolio we manage
across the firm. For clients seeking greater ESG orientation in their portfolios, we work closely with them to develop dedicated ESG
solutions that are customised to their objectives. Some clients share their Statement of Investment Principles (SIP) or Responsible
Investment Policy, which we evaluate to ensure alignment with their investment guidelines and restrictions. For other clients, we
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proactively engage with them on different levels of ESG implementation to help them assess the material risks and optimise their
portfolio based on specific ESG parameters.
Innovation to meet market demand
PIMCO’s innovative approach is evidenced by development and use of new research techniques and new sectors. Over time,
PIMCO has strived to operate at the intersection of investment capability and market opportunity to provide products and solutions
across numerous asset classes and sectors to meet our clients’ evolving needs.
Responding to market demand and seeking feedback from our clients and investment consultant partners is our top priority when it
comes to product development. Our dedicated product strategy team and investment committee teams review our existing
commingled product offerings on a quarterly basis to ensure we develop products that meet our clients’ objectives and where
PIMCO has an edge.
Given the demand we saw from clients looking to allocate to a thematic strategy that aims to foster the transition to a net zero
carbon economy, we decided to launch our Climate Bond Strategy in December 2019; it seeks risk-adjusted returns comparable to
an investment grade credit portfolio and was one of the first sustainability-themed fixed income solutions to target climate action.
While leveraging our broader ESG capabilities, we proactively reached out to our clients to understand their sustainability views
and objectives, which ultimately helped us design and launch the GIS Climate Bond Fund in September 2020. The portfolio seeks
to identify the likely “winners” of the transition to a net zero carbon economy.
As part of our partnership with clients and consultants, we normally engage with them to understand their views, specific needs,
and how we can work with them to create investment solutions that address their objectives. Please see examples of two case
studies below of how we collaborate with clients on different journeys.
Case study 1: Targeting net zero by 2035
After numerous discussions with a U.K. pension client, we developed a framework to transition the client’s pension assets into a
portfolio that seeks to achieve net zero emissions by 2035.
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Example 2: Evaluation layers of ESG optimisation
A U.K. pension client wanted to understand how PIMCO’s integration of ESG factors currently benefits the client’s existing
portfolios. Furthermore, they wanted to discuss ways in which we could enhance the incorporation of ESG objectives to make their
portfolios more ESG aligned over time.
To answer their first question, we shared a number of metrics on their existing portfolios, such as:
•

Average MSCI ESG score, average PIMCO ESG score

•

Exposure to green, social, sustainable bonds

•

Weighted carbon intensity

•

Examples of our engagement with the corporate issuers included in their portfolios

Given that the client’s existing portfolios did not have ESG objectives or targets, we proposed the following layers of ESG
optimisation, which could be added over time. During our discussions with the client, the portfolio managers and ESG specialists
proactively proposed a number of recommendations, such as keeping a flexible investment universe at the start given that the
market will continue to grow and expand. This would be extremely important when setting targets for green bond or Paris-aligned
issuer exposures, given the current limited issuance.

Source: PIMCO. For Illustrative purposes only.
Environmental, Social and Governance (ESG) investing is the consistent consideration of ESG factors into our broad research process and our engagement with issuers on
sustainability factors and our climate change investment analysis. Material ESG factors may include, but are not limited to climate change risks, social inequality, shifting consumer
preferences, regulatory risks, talent management or misconduct, among others. Please refer to the Funds prospectus for details on the Funds ESG investment strategy.
Refer to Appendix for additional investment strategy and risk information.

Client servicing
PIMCO clients are generally assigned a dedicated member of PIMCO’s account management team, which consists of highly
trained investment professionals focused on meeting client needs, monitoring portfolios and communicating with clients to deliver
superior service. The account management team meets with clients on a regular basis to review client portfolios, assess evolving
client needs and suggest solutions, analyse portfolio performance, and adjust guidelines if necessary.
U.K. ESG Reporting Group
In response to regulatory changes in the U.K. and increasing client demand for ESG reporting, our U.K. client management team
formed a dedicated ESG reporting group for U.K. institutional clients in 2020 to ensure we continue to deliver on requests for
information on engagement, voting, climate risk, and stewardship. This working group participates in client and investment
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consultant meetings to understand their own frameworks and requirements, and also keeps the rest of the firm up to date with
regulatory landscape changes. Similarly, through the formal RFP (request for proposal) process, the ESG reporting group seeks
feedback from due diligence meetings to understand investor priorities and mandate objectives.
As the regulatory landscape evolves and new templates and metrics are required, the U.K. ESG reporting team works closely with
members from the account management, product strategy and ESG technology teams to produce custom client reports and
address ad hoc queries. For example, when new regulation required U.K. pension schemes to update their Statement of
Investment Principles in 2020, we sought client and consultant input to enhance our reporting to provide evidence of engagement
in client portfolios. This helped our clients address their stewardship requirements in detail and meet their investment disclosure
obligations.
On a quarterly basis, this group discusses client trends and feedback with senior management to raise new initiatives for
infrastructure development priorities as we endeavour to provide the most transparent and granular data available for the benefit of
our clients.
Client Solutions and Analytics Team
PIMCO also offers a dedicated Client Solutions and Analytics team who leverage the firm’s intellectual capital to generate
actionable investment insights that address a broad range of client needs. This team performs bespoke portfolio analysis and can
help our clients develop a framework to transition their portfolios to meet specific responsible investment goals, alongside other
requirements. This includes screening existing portfolios for potential sector-based exclusions, analysing the impact of restricting
the investment universe, implementing a thematic tilt, or adding carbon or green bond targets in portfolios. Through this detailed
analysis, we are able to share our best ideas and practices with our clients.
ESG data, technology and reporting Infrastructure
PIMCO has invested significantly to enhance our ESG technology and reporting capabilities in order to ensure we are not only
helping our clients with their sustainability goals but also providing our clients transparency via enhanced reporting on stewardship
and investment activities. PIMCO has a dedicated team of 10+ ESG technology developers as of 2020 who work with portfolio
managers to solve the unique data and reporting challenges of fixed income investing, including stewardship reporting
requirements. The process utilises curated data from third-party providers (ESG analysts and credit analysts oversee the selection
of data providers), augmented with our own credit and ESG analysis, which is particularly useful in a case where ESG information
from data providers is missing or incomplete, which is often the case for private, high yield and emerging market issuers. We value
our independent analysis as this often provides a differentiated ESG view among corporate subsidiaries, enabling us to invest in (or
avoid) issuers that may have dramatically different ESG profiles than their corporate parent.
Looking forward, we prioritise developments and improvements to our ESG infrastructure and proprietary technology platform
based on feedback and direct engagement with clients. We continue to expand the insights we can share as ESG data improves
and our investment in technology increases. For example in 2020, we increased the granularity of the case studies we provide, to
include detailed case studies on activity and the portfolio outcomes of our engagement and stewardship activities in client
portfolios. This includes information on the number and type of engagements in our clients’ portfolios over a specified period,
details on ways PIMCO has conducted the engagements as well as information on the outcomes and the ongoing collaboration we
have with corporate issuers on behalf of our clients.
For clients who are interested in assessing climate risk or the alignment of their portfolios to specific climate regulations and
targets, we provide details on the carbon intensity of their portfolios, exposure to fossil fuels, green/social/sustainability bond
exposure, as well as scenario analysis. We work directly with clients in calls and meetings to ensure the information is provided in a
useful format, for example through consultant directed questionnaires or detailed examples for clients to publish in their own
Implementation Statements.
Please refer to the figure below for examples of the client reporting we share for ESG dedicated portfolios:
The below screen only shows a sample portfolio and does not include any investment advise. Numbers must not be considered in
any investment decision by the reader. For illustrative purposes only.
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As of 30 September 2021. SOURCE: PIMCO, MSCI
Corporate metrics calculated based on corporate cash bonds. MSCI ESG scores are based on a 0-10 score with 0 being poor and 10 being excellent; PIMCO ESG scores are
based on a 1-5 scale with 1 being poor and 5 being excellent. Carbon Intensity is defined as the weighted average Carbon emissions (Scope 1 + Scope 2 emissions in
tCO2e)/Revenues in USDm. Scope 1 emissions are direct emissions from a company while Scope 2 are in direct emissions from the generation of purchased energy.
Average MSCI ESG Score is calculated as the weighted average of all the rated corporate securities in the Fund, using MSCI rating data. This number may differ from ESG scores
calculated by other providers.
*Index refers to Bloomberg Global Aggregate Index (USD Hedged)
Refer to Appendix for additional investment strategy, MSCI Rating models, PIMCO ESG ratings, portfolio structure, and risk information.
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PRINCIPLE 7: INTEGRATION OF STEWARDSHIP
At PIMCO, we integrate stewardship through our ESG integration and engagement processes. Whether climate change, income
inequality, shifting consumer preferences, regulatory risks, talent management or unethical conduct, ESG factors are important
considerations when evaluating long-term investment opportunities. To facilitate this analysis, we seek to continually enhance our
proprietary ESG research and scoring frameworks. We believe incorporating these factors should be part of a robust investment
process, which ultimately helps to serve our mission as an organisation: delivering strong risk-adjusted investment returns for our
clients.
Integrating ESG factors into the evaluation process does not mean that ESG information is the sole or primary consideration for an
investment decision; instead, PIMCO’s portfolio managers and analyst teams evaluate and weigh a variety of financial and
nonfinancial factors, which can include ESG considerations where applicable, to make investment decisions. The materiality of
ESG considerations in investment decisions varies across asset classes and strategies; materiality is determined by a client’s
applicable investment guidelines and restrictions. By increasing and diversifying the information assessed by the portfolio
management team where material, we believe that we are able to generate a more holistic view of an investment, which we believe
will generate opportunities to enhance risk-adjusted returns for our clients.
At the firmwide level, PIMCO has sought to evaluate key risks and opportunities for the investments we make on behalf of our
clients. Our process emphasises rigorous analysis of broad secular trends, many of which are at the core of both global
sustainability trends and long-term asset returns, like climate change and income inequality. Our investment process combines topdown and bottom-up analysis to actively manage portfolios, drawing on our regular economic forums, portfolio management, the
Investment Committee, and leading research and analytic teams, which uncover risk and identify investment opportunities.
From the top down, PIMCO seeks to identify the major long-term themes that will affect the global economy and financial markets.
PIMCO believes that such analysis is fundamental to making sound investment decisions. The firm’s annual Secular Forums are
devoted to identifying and analysing these longer-term trends. PIMCO blends its macro analysis with detailed bottom-up work. In
addition to rigorous fundamental analysis, the firm’s global research teams evaluate material ESG factors as part of the research
process. PIMCO has developed proprietary ESG scoring frameworks across the major asset classes within fixed income, including
corporates, sovereigns, securitized and even sustainable bonds (e.g., green bonds, among other types of sustainable bonds) at the
issuance level.
A holistic and integrated approach, nuanced by asset class
Specific to our ESG portfolios, PIMCO developed a proprietary scoring methodology that covers the broad fixed income universe.
Our enhanced research process incorporates a robust ESG asset assessment that complements the traditional ratings assigned by
analysts. We have proprietary ESG scores for corporate issuers, sovereigns, securitized issuers and municipal issuers, in addition
to PIMCO’s proprietary green bond scoring framework to evaluate green bond issuances. We use MSCI and other data providers
for reference but make our own assessment based on our own, independent analysis of the industry and relevant ESG factors.
Provided below are details on how PIMCO incorporates ESG into different asset types.
1. ESG investing in securitized credit
We believe mortgages are fundamentally aligned with responsible investing: A deep and liquid mortgage market helps millions of
people own homes who otherwise wouldn’t be able to afford this important long-term investment. Moreover, the housing industry
broadly, which benefits from a well-functioning mortgage market, is a critical part of the global economy.
While mortgages can be part of a responsible investing portfolio, the diversity of exposures across global mortgage markets means
these investments offer varying degrees of positive social impact. With more detailed information on these securities, investors can
target their impact by focusing on underserved communities along with high-integrity originators and service providers. The key is
having the right data.
How does PIMCO’s mortgage research embrace responsible investing?
With PIMCO’s access to vast loan-level mortgage data, we developed a proprietary responsible investing scoring model for
mortgages, based on a scale from 1 (weakest) to 5 (best), consistent with other PIMCO ESG scoring frameworks used for
corporate credits, sovereigns and others.
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PIMCO’s philosophy of responsible mortgage investing focuses on four objectives:
•

Support homeownership. Homeownership is a key path to savings and wealth building for many across the world. Connecting
borrowers with capital markets is an established and efficient way to ease the path to homeownership. Not all mortgages are
used for homeownership; some mortgages are used for holiday home purchases or investment properties.

•

Broaden access for underserved communities. PIMCO believes a focus on underserved communities and lower income
borrowers is a way to magnify the social benefit of home lending without sacrificing on loan quality.

•

Promote responsible lending. It is critical to focus on ensuring borrowers are not put at added risk of financial distress due to
burdensome debt loads.

•

Discourage predatory lending. A governance-focused way to encourage good lending practices is to penalise or exclude
lenders and servicers who engage in practices that are detrimental to homeowners (and in many cases detrimental to
bondholders as well).
Provided below is a graphic illustration of PIMCO’s philosophy of responsible mortgage investing:

The mortgage market is not homogenous; in the U.S., for example, there are agency mortgages and non-agency residential
mortgages. We have built analytical frameworks for each part of the market.
For agency mortgage-backed securities (MBS), our ESG research model is based on pool-level characteristics and data we have
collected over decades of studying mortgages. For non-government-guaranteed mortgages (non-agency MBS), our quantitative
analysis is loan-level-based and again draws on a significant set of data PIMCO’s mortgage team has gathered since before the
global financial crisis of 2008–2009.
Case study

The issuer was given an overweight recommendation across many of our funds and client mandates.
Source: PIMCO. For illustrative purposes only.
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2. ESG investing in sovereign debt markets
PIMCO’s in-depth, bottom-up sovereign risk analysis assesses financial, macroeconomic and ESG variables. ESG criteria have
been an integral part of PIMCO’s sovereign ratings analysis since 2011 when we explicitly included variables that measure ESG
factors into the PIMCO sovereign ratings model.
We have also developed a standalone ESG scoring framework that both provides valuable input into our sovereign risk scenario
assessments and serves as an input for relative value decisions in ESG portfolios. In addition to the traditional financial metrics
used in sovereign credit analysis, we explicitly score the sovereign on each ESG component and compile a combined sovereign
ESG score as shown in the following graphic:

Case study

The sovereign was given an overweight recommendation across many of our funds and client mandates.
Source: PIMCO. For illustrative purposes only.
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3. ESG investing in corporates
PIMCO’s team of 75+ credit research analysts assesses the ESG profile of the issuers that they cover relative to peers. Using
industry-specific frameworks, analysts review their companies’ ESG performance based on information available in public filings,
recent news and controversies, as well as through regular engagement with company management teams to assign separate
scores for “E”, “S”, and “G.” In determining the efficacy of an issuer’s ESG practices, PIMCO will use its own proprietary
assessments of material ESG issues.
As illustrated below, scores distinguish between “Leading Practice” issuers and those that raise “Significant Concerns.” They also
include a forward-looking ESG trend assessment, which recognises companies whose ESG performance is evolving.

Source: PIMCO. For illustrative purposes only.
Refer to Appendix for additional PIMCO ESG rating, investment strategy and risk information

These factors are combined to create a proprietary ESG score in which the relative weighting of the E, S, and G pillars, and the
trend assessment, is based on the company’s business profile and differences in industry dynamics.
PIMCO credit analysts have scored over 2,800 parent issuers on ESG performance. ESG issues are highlighted in their credit
research notes, alongside PIMCO’s internal credit ratings and recommendations for portfolio managers to consider when they are
evaluating investments for all PIMCO portfolios, including non-ESG-dedicated accounts. ESG scores are updated regularly
whenever relevant new information becomes available.
ESG data and analysis, both internal and external, are available to all portfolio managers, traders and research analysts across
the firm.
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Case study 1

The corporate was given an overweight recommendation across many of our funds and client mandates.
Source: PIMCO. For illustrative purposes only.

Case study 2

The corporate was given an underweight recommendation across many of our funds and client mandates.
Source: PIMCO. For illustrative purposes only.

4. ESG investing in the U.S. municipal bond market
Municipal bonds are debt securities issued by a U.S. state or local government or territory, or one of their agencies. The proceeds
raised by issuing muni bonds are directed toward either general funding for the municipality or a specific project or purpose, such
as construction of roads or schools. In the U.S. most municipal bonds are exempt from federal and sometimes state and local
taxes, making them an attractive option for many U.S. taxable investors.
From an ESG perspective, while the majority of tax-exempt municipal bonds earn their tax-exempt status due to some degree of
social or public purpose (infrastructure, education, healthcare, etc.), not all municipal bonds have the same degree of sustainability
characteristics. At PIMCO, we consider issuer-level ESG factors across more than 50,000 municipal bond issuers to better
understand the risks, opportunities and social impact of our bond selections.
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Case study

The muni bond was given an overweight recommendation across many of our funds and client mandates.
Source: PIMCO. For illustrative purposes only.

5. Sustainable bond issuance scoring framework
Sustainable bonds need to fit PIMCO’s credit selection and portfolio construction process of top-down drivers (sector and regional
selection, expectations on global growth and technical factors), bottom-up drivers (credit strength, business model, covenants etc.)
and valuation to qualify for investment.
Below we outline the pillars of our proprietary framework and examples of case studies that assesses green/social/sustainability
instruments both prior to and after issuance, mapping them across a spectrum based on strategic fit, potential impact, red flags and
reporting, resulting in PIMCO’s proprietary impact score for green, social or SDG bonds.
•

Strategic Fit
– Alignment of the issuers’ climate / environmental / social strategies with the bond’s objectives and use of proceeds

•

Impact Assessment
– Evidence of significant positive outcomes compared to “business as usual“ by the issuer

•

Red Flags and Reporting
– Screening for “red flags“ and controversies and analysis of reporting and process (misalignments to market standards (e.g.,
Green Bond Principles))

How does climate change feature in our approach?
PIMCO recognises that climate change will likely have a profound impact on the global economy, financial markets and issuers. We
have developed tools and methods that seek to incorporate over time material climate risk evaluations in our investment research
processes. Details on PIMCO’s broad climate research approach are outlined below.
When evaluating climate-related risks and opportunities within specific sectors and issuers, we typically begin with two broad
categories: 1) transition risks (e.g., tighter regulations on carbon emissions) and 2) physical risks (e.g., how the rising intensity and
frequency of extreme weather events affects critical assets and natural resources used or relied upon by the issuer).
Our ESG specialists designed proprietary tools, looking within and across fixed income markets globally, to help credit analysts
evaluate the potential impact of extreme weather events, the transition to a low-carbon economy, and other factors related to
climate change. Ultimately, we look to map the issuers and issues likely to be at the forefront of the net zero transition and other
long-term climate-related trends, notably based on scenario analysis, and the extent to which long-term climate-related financial
risks are reflected in our credit views and bond prices, and, if they are not, what this could mean for issuers’ credit quality
considering bond characteristics (e.g., duration) over time. A full overview of our PIMCO proprietary Climate Tools is available here:
Managing Climate Risk in Investment Portfolios: PIMCO’s Approach
We identified relevant scenarios based on macro models, issuers’ disclosures, and other sources such as academic research,
consultants, think tanks and data providers. These informed PIMCO’s proprietary methodology for assessing the financial impact of
climate-related financial risks, e.g., impact on GDP and impact on issuer’s ratings and bond prices as well as perspectives on
different fixed income asset classes for a variety of climate-related financial risks. Below we show an example of how we have used
our climate tools to integrate climate considerations in our analysis, and ultimately identify a leading climate issuer. Bonds of
climate leaders, as we define them, are debt securities of issuers we deem to be at the forefront of the net zero transition. These
issuers have demonstrated commitment to mitigating carbon emissions and their broader environmental footprint. They are those
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we have identified as finding innovative ways to integrate sustainability across their value chain, notably via science-based targets
and other emerging evidence-based standards.
Case study
The Climate Leader issuer being discussed is a global leader in container shipping as well as one of the world’s largest container
terminal operators. It is finalising the divestiture of its energy-related and other non-core businesses.
PIMCO ESG and climate-related evaluation:
•

Environmental – Better than peers: The issuer has relatively strong readiness and advanced strategy across environmental
risks, having spearheaded a 2050 net zero goal within the shipping sector, which is classified as carbon sensitive based on our
Portfolio Climate Risk Heat Map (PIMCO Climate Tool #2 – see Principle 4 for details), and committed to set a science-based
target. Importantly, the external benchmark developed by the Transition Pathway Initiative deems the issuer’s carbon intensity
aligned with sectoral trajectories consistent with the Paris Agreement on climate change. Further, the issuer has a pilot project
focused on the second generation of biofuels and is also exploring hydrogen-based fuels, which bodes well in our Climate Risk
Scoring Process (PIMCO Climate Tool #3). Finally, regarding IMO Sulphur regulations, the issuer focused on buying pricier lowsulphur fuels and made a limited use of scrubbers, which led to a decrease in absolute sulphur oxides emissions.

•

Social – In line with peers: We note that the industry needs to cope with tightening environmental and social regulations and
concerns related to scrapping decommissioned vessels, especially “beaching” (the practice of driving decommissioned vessels
onto beaches – primarily in emerging markets – to be scrapped). In addition, a key safety indicator (lost-time injury frequency
rate) slightly improved in 2019 but the issuer still has room for improvement in this area (5 fatalities reported). Its new safety
strategy was rolled out last year.

•

Governance – In line with peers: We note that the issuer’s founding family has most of its shared and voting capital. As part of
its support to the TCFD recommendations, the company has started disclosing on physical risks linked to climate change. We
only note that incentives for progress in its ESG performance are part of its remuneration scheme for the short-term incentive
component and this aspect could be further developed.

Stewardship in fixed income: a focus on bondholder engagement
We believe fixed income is an ideal asset class to drive meaningful ESG change. The global bond market is almost double the size
of the equity market, and unlike equity securities which are in perpetuity, bonds mature and companies need to refinance. By
engaging with companies when they need to fundraise, investors can help push for sustainability commitments and accelerate
change.
At PIMCO, we believe that collaborating with and allocating capital toward issuers willing to improve the sustainability of their
practices can generate a greater impact than simply excluding issuers with poor ESG metrics. Our approach seeks to be more
inclusive and active, and we are conscious that change does not always come easily or smoothly. That is why, for us, an active
hands-on engagement program is key to driving change.
The objective of engagement at PIMCO is to influence change, improve returns and reduce risks for our clients. We believe that
bondholder engagement in the research phase is critical to understanding the risk and reward profile of an issuance and ultimately
making buy/sell decisions.
At the firm level, on an annual basis, our team of over 75 credit analysts conduct more than 5,000 meetings and calls with company
management teams across our credit and diligence efforts. In addition to discussing financial matters, when appropriate we also
focus on strategic issues that relate to ESG risks and sustainable business management practices. Climate change is a large focus
of our ESG engagement, as we as a firm recognize that climate change will likely have a profound impact on the global economy,
financial markets, and issuers. We also engage with issuers on climate change as part of our commitment to the TCFD and other
industry initiatives. In 2019, over 50% of our ESG engagement centred on the E pillar, Green Bond Framework, or climate targets.
In our mandates with ESG objectives, this engagement is focused on material ESG issues that can have significant effects on the
credit profile of the issuer. Moreover, all portfolios firmwide might benefit from the intensive engagement work pursued in the
portfolios with ESG objectives, given that issuers may be held in many PIMCO strategies.
Specific to climate change, we engage with bond issuers both to bolster their Paris Agreement alignment and to help them improve
their management of the underlying credit risks, moving from awareness to readiness, and ultimately commitment to science-based
targets. This is informed by analytical tools that enable us to monitor corporate issuers’ level of ambition to reduce their carbon
emissions relative to pathways consistent with the Paris Agreement.
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Given PIMCO's size and global presence, our analysts and portfolio managers are able to spend a significant amount of time
meeting with senior management at the companies we invest in on behalf of our clients. In addition to discussing financial matters,
we also focus on strategic issues that often relate to ESG risks and responsible business management practices. ESG engagement
efforts include asking detailed questions to find out how the risk management framework and business strategy address the
operational risks from climate change. Our engagement process is driven by three guiding principles:
•

Think like a treasurer: We seek to identify issuers which can benefit from engagement, then develop a set of core engagement
objectives tailored to each issuer.

•

Engage like a partner: We do not take an activist investor approach, believing that successful bondholder engagement is
based on collaboration, productive dialogue and mutual agreement on objectives.

•

Hold to account as a lender: Our engagement process measures progress against a predefined benchmark, which is
customised by issuer. At the outset of the process, we determine appropriate remedies if underperformance is material and are
willing to divest if necessary.

We aim to have a best-in-class engagement program within fixed income. By investing in corporates and sovereigns willing to
improve their ESG practices, we believe we can drive greater change than through exclusions alone. Our goal is not just to find the
best opportunities in the market, but to create them for investors by engaging with issuers. Of course, PIMCO does not represent
that our engagement was the sole factor driving the positive changes made by these companies, but we do believe that our
engagement and our sizable active holdings may have influence on the scope or timing of the commitments made by issuers as
well as the disclosures that those issuers will report to investors.
•

Driving positive impacts by improving ESG performance: We look to improve issuers’ overall sustainability, engaging on
areas such as COVID-19 resilience and responsibility and supply chain management, as well as climate strategy and target
setting.

•

Expanding ESG bond universe: We seek to engage with issuers to encourage new ESG bonds, such as social COVID-19
bond issuance and sustainability-linked bond issuance, utilising our best practice guidance for sustainable bond issuance.

•

Improving data quality and disclosure: We work closely with issuers to improve the ESG-related data and increase their ESG
disclosures.

In this fashion, engagement at PIMCO is designed to leverage the full scale of our global team of credit analysts and build upon our
firm’s decades of experience working collaboratively with issuers to encourage business practices which are favourable to our
investment objectives.
For further information on our engagement framework and examples, please refer to Principles 9–12.
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PRINCIPLE 8: MONITORING DATA PROVIDERS
As an asset manager, here we have focused primarily on the monitoring of data providers, as opposed to service providers which
would be most relevant to asset owners.
As part of PIMCO’s investment process, PIMCO screens substantial amounts of external research; however, the firm relies
primarily on internal research for decision-making. External research can help PIMCO understand and anticipate the views and
opinions of market participants, which in turn helps the firm gauge market sentiment and trends. External research sources used as
input into PIMCO’s internal efforts may include input from banks, sell-side research brokers, and independent research providers,
among others. PIMCO evaluates the use of data providers across a variety of criteria which is exampled below, on at least an
annual basis.
Specifically for ESG data, we regularly evaluate providers that may add additional input into our in-house analysis conducted by our
credit, sovereign and mortgage analyst teams. ESG data across fixed income asset classes helps PIMCO understand and
anticipate the views and opinions of market participants, which in turn helps the firm gauge market sentiment and trends. Our
current ESG data providers include:

Bloomberg

MSCI

RepRisk

TruCost

CDP (Carbon Disclosure Project)

SBTi

TPI

Freedom House

MapleCroft

Haver

HIP (Human Impact and Profit)

Vigeo Eiris

ESG data across providers flows directly into our proprietary IT systems, enabling portfolio managers and analysts to use this
information efficiently. As well as day-to-day portfolio management considerations, this data is used to design, construct and meet
client guidelines (for example, maximum limits in ESG-sensitive sectors, or minimum ESG scores from external providers).
Importantly, the data points provided by external data providers are one of many factors in PIMCO’s ESG analysis of issuers, the
outcome of which is a proprietary ESG assessment and score that may differ significantly from that of other research providers. At
PIMCO, we have built this proprietary scoring so as to not rely on external providers primarily and to ensure that the insights and
expertise of our credit analysts are reflected in the ESG profile of issuers.
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Selecting, monitoring and reviewing data providers
In selecting our data providers, PIMCO evaluates a range of criteria including:
•

Area of specialization, in terms of asset class

•

Market coverage

•

Data quality

•

Data scope

•

Methodologies used

•

Pricing

•

Capacity to integrate with PIMCO’s IT systems

Case study
Below, we show a sample matrix which demonstrates the evaluation criteria and metrics we used when reviewing data offerings
across a number of key providers. Ultimately, we have selected our data providers based on their expertise, reliability, and
recognition as leaders by investors in their respective asset classes. (Please note that data providers have been anonymised).

Specialisation
Sovereigns
Corporations
Cities/Governments
Green Bonds
Derivatives
Broad Environmental Data
Broad ESG Data
Tools Available
Carbon Footprinting (Scope 1 and 2)
Carbon Footprinting (Scope 3)
Estimated Emissions (Forward-looking)
Transition Risk - Rating
Transition Risk - Scenario Analysts
Physical Risk
Evaluation
Footprinting Methodology
Forward-Looking Analysis
Data Quality
Depth of Coverage
Fixed Income Solutions
Data Coverage
Number of Companies (Scope 1 and 2)
Number of Companies (Scope 3)

Provider 1

Provider 2

Provider 3

Provider 4

Provider 5

X

X
X

X

X
X

X
X
X

X
X
X

X

X
X
X

X
X

X
X

X

X
X

X
X
X

X
X
X
X

Low
Low

Low
Low

X

Medium
-

X

X
X

Low
-

High
High

Source: PIMCO. For illustrative purposes only.

We usually conduct reviews of data providers in the context of the data contract renewal process. When reviewing third-party data
providers, we conduct a number of checks to ensure data reliability and accuracy (such as comparing similar metrics from different
providers, as well other sources like company reports). Further, we maintain an open dialogue with data providers across several
topics:
When we believe there to be a material concern about a data point, PIMCO teams have the ability to evaluate this and override
external data in our systems. When an override may not be necessary, PIMCO analysts regularly query and discuss data points in
detail with external providers, to gain clarity on data points and methodologies. We take an active and thorough approach to
reviewing data: we have, in the past, challenged external providers’ metrics as well as their more qualitative assessment of
companies, as shown below.
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•

Example 1: We noted that a key data provider flagged a particular issuer as Failing the UN Global Compact Principles, thus
removing it from the investible universe of many of our ESG-dedicated mandates. Upon our own research team evaluating the
issuer and cross-checking its UNGC assessment across data providers, we raised this to the data provider, providing rationale
on why we disagreed with their assessment.
– Outcome: The provider noted the inaccuracies and amended the data point, following PIMCO’s engagement.

•

Example 2: We noted that a key data provider flagged a particular issuer as Failing the UN Global Compact Principles, thus
removing it from the investible universe of many of our ESG-dedicated mandates. Upon our own research team evaluating the
issuer and cross-checking its UNGC assessment across data providers, we raised this to the data provider, providing rationale
on why we disagreed with their assessment.
– Outcome: the provider evaluated our inputs and changed their assessment of the issuer.

More generally, we also challenge data providers and enquire on their attribution of climate and carbon-related metrics at the
subsidiary issuer level for debt issuers – given that bondholders often have exposures at multiple levels of an organisation. PIMCO
has invested significantly in its own systems to create a “data waterfall” that utilises multiple sources to obtain our best estimate of
ESG data at every tier of an issuer’s corporate structure to ensure that our clients benefit from representative and accurate data at
the individual bond level. We believe that this differentiates us, particularly from equity investors, who typically invest only at the
holding company level.
Ultimately, we do not only rely on one source, instead drawing from more than 12 data providers and from providers who are
ultimately well reputed and boast strong data coverage in their respective fields. We take external data as one of many external
inputs to our own research and decision-making processes.

PRINCIPLE 9: ENGAGEMENT WITH ISSUERS
As one of the largest bondholders in the world, PIMCO has a large and important platform to engage with issuers to drive
meaningful change on sustainability dimensions. Importantly, we prioritise engagement where financial exposure, influence and
thematic exposure are the greatest. Engagement is an essential tool for delivering impact in ESG investing – we believe that ESG
investing is not only about partnering with issuers that already demonstrate a deeply unified approach to ESG, but also about
engaging with those with less advanced sustainability practices. This can be a direct way for PIMCO to influence positive changes
that may benefit all stakeholders, including investors, employees, clients, society and the environment.
As outlined in Principle 7, we believe that collaborating with and allocating capital toward issuers willing to improve the sustainability
of their practices can generate a greater impact than simply excluding issuers with poor ESG metrics. Our approach seeks to be
more inclusive and active, and we are conscious that change does not always come easily or smoothly. That is why, for us, an
active hands-on engagement program is key to driving change.
The objective of engagement at PIMCO is to influence change, improve returns and reduce risks for our clients. We believe
that bondholder engagement in the research phase is critical to understanding the risk and reward profile of an issuance and
ultimately making buy/sell decisions. At present, our engagements are focused on the corporate and sovereign asset classes,
though we have engaged on structured credit issuances and with municipal issuers and we continue to work to expand our
coverage of asset classes.
A closer look at the engagement figures: PIMCO analysts engaged 1,586 corporate bond issuers in 2020 across a range of
industries and regions (see Figures 1 and 2). Within those 1,586 issuers, 608 were engaged in depth which we define as repeat
discussions on a wide range of specific ESG topics (see figures below), including greenhouse gas emissions, biodiversity, human
and labour rights, and transparency. These 608 corporate issuers represent 58% of firmwide corporate holdings.
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Source: ESG engagement activities by PIMCO ESG specialists, 1 January – 31 December 2020.
Note: Engagements may cover more than one theme per issuer.
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PIMCO’s approach to corporate bond engagement: Our framework
We aim to have a best-in-class engagement program within fixed income. By investing in corporates willing to improve their ESG
practices, we believe we can drive greater change than through exclusions alone. Our goal is not just to find the best opportunities
in the market, but to create them for investors by engaging with issuers. While PIMCO does not represent that our engagement was
the sole factor driving the positive changes made by these companies, we do believe that our engagement and our sizable active
holdings may have influence on the scope or timing of the commitments made by issuers as well as the disclosures that those
issuers will report to investors.
PIMCO identifies the top three to five ESG topics for each company based on our internal ESG assessment, external ESG data,
research by NGOs and expertise input from collaborative initiatives. PIMCO initiates engagement by setting up meetings or calls
with the company with specific questions identified as material. Our goal is to maintain a constructive and ongoing dialogue by
providing specific recommendations and references and setting regular follow-up where appropriate. PIMCO also leverages
collaborative engagement to amplify our reach and reinforce the message.
PIMCO often initiates engagement through discussions with the investor relations and sustainability teams. We also raise inquiries
during roadshows and investor calls. When appropriate, our team also requests meetings with management and/or board members
and ensures that our stewardship is well communicated across the firm.

Source PIMCO. As of 31 December 2020. For illustrative purposes only.
Refer to Appendix for additional investment strategy and risk information.

Study: approach to thematic engagement
As outlined previously, we prioritise engagement where financial exposure, influence and thematic exposure are the greatest.
In selecting companies for engagement, we take into account the materiality of their ESG risks and our ability to influence the
company, allowing us to focus effort on areas where we can add the most value for clients. The graph below highlights example
engagement questions for several thematic engagement streams that took place in 2020.
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To enable comparability across sectors, we base our engagement on four pillars: corporate culture and conduct, risk management,
positive impact, and transparency and red flags. Below are examples of engagement activities in each pillar in 2020:
•

Corporate culture and conduct: We expect companies to demonstrate a commitment to implementing high quality
governance, including business ethics and oversight of key environmental and social practices. For example, in the
pharmaceutical industry we engage to look for evidence that there are conduct controls that specifically address marketing
practices and interaction with healthcare professionals.
– Example: PFIZER – PHARMACEUTICAL COMPANY
Theme: Responsible sales and incentives, COVID-19 resilience and responsibility, access to healthcare
Background: In the pharmaceutical industry, PIMCO typically looks for internal controls to guard against questionable
sales incentives and marketing practices, guidelines regarding interactions with healthcare professionals, drug pricing
transparency and access to healthcare strategy which aligns with diversity and inclusion programs.
Engagement: PIMCO engaged Pfizer on COVID-19-related concerns, including supply chain disruption preparedness,
employee health measures and benefits, and access strategy for vaccine delivery. We seek to better understand their
approach to encouraging responsible promotion through sales incentives structure and transfers of values to healthcare
professionals. Despite leading efforts to partner across the sector and with prominent research institutions and
manufacturers to ensure fair access, Pfizer has faced recent concerns over its intellectual property (IP) and patent
protection policies related to its COVID-19 vaccine. PIMCO encouraged the issuer to increase transparency on its
approach to equitable access related to COVID. We also encouraged the company to focus on the development of
additional therapeutics for COVID-19, given the lack of treatment options currently available.
Progress to date: The company has steadily improved its access-to-medicine strategy over the years for developing
countries and antimicrobial resistance. There is a strong focus on strengthening health systems by investing in capacitybuilding initiatives to enhance patient access to care and vaccine, seeking to prevent opioid overdoses, and medicine drone
delivery. Additionally, their recent sustainability bond issuance, the first of its kind in the biopharmaceutical industry, will use
proceeds to help manage the company’s environmental impact, strengthen healthcare systems, and support increased
patient access to Pfizer’s medicines and vaccines, especially among underserved populations. Pfizer is also rated as one
of the top five pharmaceutical companies by the Access to Medicine Index 2021 given its improvement on access
strategies and planning in developing countries.
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•

Risk management: We look for evidence that internal control of environmental and social risks is sufficient to ensure sound
stewardship of the company’s assets. This varies by industry and includes product risks, supply chain management and
regulatory risk (e.g., driven by the low carbon transition, or increasing awareness of nature-related risks, such as biodiversity
decline, deforestation or plastic pollution). As an illustration, our focus for banks is on the requirement by financial regulators for
consumer protection to avoid mis-selling risk or other product safety issues and their approach to disclose climate impacts or
risks of their portfolio, scale up green finance and align their loan book with the Paris Agreement.
– Example: AMAZON – ONLINE RETAILER
Theme: Supply chain management
Background: Amazon has made increasingly ambitious sustainability commitments towards goals of reaching net zero
carbon by 2040, electric vehicle delivery fleets, sustainable packaging, etc.
Engagement: PIMCO encouraged Amazon to disclose their internal audits of supply chain carbon assessment for peer
review, highlighting the importance of understanding their materiality assessments and implications for their sustainability
ambitions. Our team also discussed the TCFD disclosure, labour rights amid COVID-19 and labour disputes in the supply
chain, and privacy issues related to facial recognition products. We also shared a document outlining PIMCO’s guidance on
sustainable bond issuance to encourage consideration.
Progress to date: They acknowledged supply chain audits cannot completely eliminate labour risk and they are working
closely with partners to enhance monitoring. Amazon is also on a path to running 100% of its business on renewable
energy by 2025 – five years ahead of their original target of 2030. We will continue our engagement on human capital,
supply chain management, and other topics.
– Example: DELL – COMPUTER TECHNOLOGY
Theme: Supply chain management
Background: Dell’s responsible sourcing practices have been improving recently and are very close to best practice in
their industry.
Engagement: PIMCO engaged Dell on labour rights issues in their supply chain, including compliance on working hours
and response and investigation on forced labour disputes. We encouraged the company to disclose supplier audit coverage
and assurance progress for conflict mineral sourcing, including sub-tier suppliers, and make public commitment to 100%
Responsible Minerals Assurance Process (RMAP) assurance for conflict mineral sourcing. We also discussed the potential
of future sustainable bond issuance.
Progress to date: Dell confirmed their audits cover a great majority of their suppliers and they are working to achieve
100% RMAP conformance for conflict minerals such as tin, tantalum, tungsten, gold, and cobalt in 2021. The issuer is also
updating disclosure on its RMAP-conformant supplier list to maintain transparency. We will continue to engage with Dell on
supply chain transparency and traceability.
Positive impact: We engage with issuers to encourage them to align business strategy and revenues to the SDGs.
The SDGs provide a common language and reporting framework for investors and businesses to accelerate focus,
accountability and impact. We encourage corporate and sovereign issuers to advance their efforts by issuing a green
bond or even a bond linked to SDGs or sustainability KPIs.
– Example: CHANEL – FASHION RETAILER
Theme: Expand ESG-labelled bond universe – sustainability-linked bond issuance
Background: CHANEL issued their first sustainability-linked bond in 2020 to help achieve a set of ambitious sustainability
goals, including CHANEL Mission 1.5° verified by the Science-Based Targets initiative (SBTi) to reduce its carbon footprint
and that of its supply chain, in line with the 2015 Paris Climate Agreement.
Engagement: PIMCO engaged with CHANEL before the issuance of their bond; we discussed details of their sustainability
targets including calculation, methodology, and reporting post issuance, as well as an update on where they were on their
targets pre-issuance. We also advised them of our expectations about reporting of broader sustainability themes such as
water, biodiversity, supply chain, and sustainable sourcing to help evaluate their sustainability strategy holistically.
Progress to date: CHANEL’s contribution to the growing sustainability-linked bond universe sets a good example of
integrating sustainability targets into a core business and addressing material issues specific to the fashion industry, in
particular value chain or Scope 3 emissions. We are encouraged by CHANEL’s firm commitment to action, as this
sustainability-linked bond requires they pay a premium to bondholders if their goals are not met by an agreed date.
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– Example: PIMCO’S BEST PRACTICE GUIDANCE FOR SUSTAINABLE BOND ISSUANCE
Theme: Expand ESG bond universe – raising the market standard for ESG bonds
Background: Issuers and debt syndicates often have questions about how to structure high quality green, social,
sustainability and sustainability-linked bonds (collectively, “ESG bonds”).
Engagement: PIMCO developed a succinct guidance document available here to summarise our expectations for issuers
and bankers when bringing new ESG bonds to market. The guidance builds on existing ICMA Principles and Guidelines to
ensure that bond frameworks demonstrate a connection with issuers’ sustainability strategy and the Sustainable
Development Goals (SDGs) and that impact reporting meets the evolving needs of ESG-focused investors.
Progress to date: Over the course of 2020, PIMCO discussed the guidance with more than 100 issuers and investment
bankers at various stages of the sustainable bond journey. We believe this has helped to raise the standard for the
industry, to the benefit of investors and the global community.

•

Transparency and red flags: We examine ESG disclosures, which should be a relevant and timely representation of material
issues to investors and other stakeholders. We also undertake a quality check on policies to ensure they reflect business
practices, with ESG controversies used as a red flag indicator to test performance.
– Example: RENEW POWER – INDEPENDENT POWER PRODUCER
Theme: Improve data quality and disclosure
Background: ReNew is India’s largest renewable energy producer. They are a leader in solar energy projects for
commercial and industrial customers and a “pure” renewables bond issuer, with its green bond proceeds fully focusing on
wind and solar energy generation and infrastructure across India.
Engagement: PIMCO engaged with ReNew to advise expansion of its carbon emissions reporting to align with global best
practices on green issuance to support greater transparency from issuers (e.g., environmental impact reporting
methodology and numbers audited for CO2 emissions avoided as a result of renewable generation). We also encourage
broader sustainability reporting in line with emerging global standards, such as SASB (Sustainability Accounting Standards
Board).
Progress to date: ReNew shared the requested data on renewable electricity generated and carbon emissions linked to
green bonds, and we have shared examples of best practices from similar issuers that publish green bond documents and
data using a standardised format on their websites. More broadly, the company committed to improving its environmental
reporting and to incorporating additional metrics in the coming fiscal year.
– Example: PROLOGIS – LOGISTICS REIT (REAL ESTATE INVESTMENT TRUST)
Theme: Improve data quality and disclosure
Background: Prologis is a global owner, operator, and developer of logistics and industrial real estate with an advanced
sustainability strategy versus peers. Their environmental leadership is exemplified by repeated green bond issuances
dedicated to achieving top LEED (Leadership in Energy and Environmental Design) or BREEAM (Building Research
Establishment Environmental Assessment Method) certifications in the U.S. and U.K., respectively.
Engagement: PIMCO engaged on their green bond impact disclosure; we encouraged alignment with market guidelines,
specifically impact reporting guidelines from the International Capital Market Association (ICMA). We also emphasised the
importance of aligning its firmwide disclosure with the Task Force on Climate-related Financial Disclosures (TCFD).
Progress to date: Prologis published their first green bond report in 2020, which included avoided carbon emissions linked
to projects financed by its green bond, the breakdown per LEED certification level, and an update on its TCFD commitment.

•

In other instances where desired outcome is yet to be achieved, PIMCO will continue to push for further actions and will
leverage collaborative effort where possible.
– Example: PIMCO has been engaging a large energy company on health and safety (H&S) standards and increasingly on
climate ambition. While the company acknowledged the importance of climate change and has been responsive throughout
the engagement, their progress to date remains ongoing on areas such as commitment and timeline to scale up H&S
certifications, setting greenhouse gas (GHG) reduction targets, Scope 3 disclosure, etc. We maintain a dialogue with the
issuer, providing references for their action as well as facilitating the new CA100+ engagement group both directly to the
company and by participating in the group.
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PIMCO’s approach to sovereign engagement
Historically, our investor interaction with sovereigns typically focused on improving financial and balance sheet metrics like the
budget balance, external vulnerability, or macroeconomic policy coordination. The objective would be to improve understanding of
credit trends and look to ameliorate negative outcomes like corruption in public procurement or inefficiencies in government
spending. With the growing focus on sustainability, the concept of sovereign engagement has broadened to include discussions on
ESG practices and outcomes. These range across various thematic lines including for example climate policy, labour conditions,
country SDG targets and frameworks and the financing plans to achieve them.
Our engagement with sovereign issuers looks to lower credit risk and improve long-term sustainability by encouraging behaviour to
improve fundamental credit metrics, ESG outcomes and ESG policy oversight. Default and spread widening are dominant risks in
fixed income investing, and so taking an active approach to identifying issuers and issues we believe have potential to outperform
while avoiding those we believe are likely to underperform is one of the most significant factors in portfolio management. PIMCO’s
ESG engagement with issuers enhances this analysis.
We have found that as significant lenders of capital, with scale and scope, we often can exert meaningful influence over issuers’
ESG risk management and disclosure. In this regard, issuers are becoming increasingly attuned to their creditors’ interests. By
investing in sovereigns willing to improve their ESG practices, we believe we can drive greater change than through focusing solely
on the best-in-class ESG scorers or by excluding the worse-in class issuers. In doing so we look to find the best investment
opportunities in the market and also to create them for investors by working with issuers who are looking to improve their
sustainability practices. At the same time the process of engagement also enables a deeper assessment of broader credit and ESG
risks especially in countries which are lagging on sustainability or implementing negative shifts in policy. We believe this reduces
credit risk for our clients, unlocks value not yet priced by the market, and influences positive change.
We take a multipronged approach to engagement. Our engagement with sovereign issuers includes one-to-one meetings and indepth country visits, peer-group roundtables, industry group discussions and coordination with international financial institutions
(IFIs). As one of the largest bond investors in the world with a long history in sovereign bond investment, we have several touchpoints for interacting with issuers. We often meet directly with senior government officials on a one-to-one basis via video and
phone calls, and also during primary issuance roadshows and non-deal roadshows. During our in-country visits, we also generally
meet with government ministry officials, central bank staff, local business leaders, banks, consultants, trade unions, journalists,
non-governmental organisations, local IFI offices and members of civil society.
Beyond one-to-one interactions with country-specific officials and stakeholders, at PIMCO we often coordinate with our peers on
the buy-and-sell-side on critical ESG themes pertinent to sovereign risk and participate in industry organisation roundtables, e.g.,
via the UN PRI Sovereign Working Group or the Emerging Markets Investor Alliance. In addition to these, we collaborate with
international organisations such as the International Monetary Fund, World Bank, and United Nations to identify solutions for the
ESG engagement themes on which we are focused for each sovereign. This enables us to have a coordinated approach across
many prominent actors.
Sovereigns are uniquely complex given their need to balance multiple objectives beyond profit maximisation and to address the
preferences of their citizens. Given this, our sovereign engagement themes generally cover a broad range of topics which are
aligned with balanced and sustainable development such as discussions on credit and macroeconomic topics as well as questions
pertinent to evolving ESG variables and risks. The latter can include topics like the management of elections, government
effectiveness, management of social and labour protests, government welfare spending, and environmental policies, to name
a few.
Our overarching engagement themes cover climate risk policies, meeting the SDGs, and safeguarding low-income earners and
workers welfare during the COVID pandemic. Beyond these, at a granular level engagement themes and objectives differ from
country to country depending on the criticality of the issue and the ability to implement change. For example, in countries facing
high physical risk from climate change, the objective could be to shore up savings and safeguard local incomes from these shocks;
in countries where transition risk is the key environmental issue, the objectives would be to focus on adjusting the energy mix or
carbon pricing policies. Likewise discussions with countries where minority groups are facing discrimination from official institutions
may focus on corrective policies, or on improved monitoring where corruption in procurement is an issue.
Outcome
The outcome of our interaction with sovereigns ranges from better evaluation of ESG and credit risks to shifts in policies and
eventually outcomes. While an ESG scoring profile is based on historical behaviour, engagement enables us to evaluate how the
issuer is likely to address ESG risk factors going forward, as well as their trajectory and aspirations. This dialogue is a critical input
into our forward-looking ESG trend assessment. The outcome of this engagement is included in PIMCO’s ESG score, often
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pushing the overall score higher or lower. Our discussions with sovereigns can also lead to shifts in outcomes or policies such as
increasing a focus on green projects within the budget or renewable energy to improve the country’s energy mix. With the growth of
the green and social bond markets, we have played a role in encouraging sovereigns to build out their green and social frameworks
to issue in the ESG bond market and to set up the infrastructure to achieve the SDG targets and issue SDG-linked instruments.
Case study
As we expect climate action to become more important for sovereign investing, we believe it is the role of active managers to
identify the issuers with innovative approaches to sustainability. By actively engaging with each sovereign issuer on climate change
mitigation and readiness, we can evaluate these considerations and integrate them into our ESG and investment assessments. In
this case study, Country B scored below its peers in PIMCO’s ESG score but its future trend is rated positively. The nation has a
long history of political tension between the government and rebel forces, and while significant social tensions persist, the
government has been making progress on a resolution with the rebels as well as implementing a set of ambitious environmental
commitments. In our dialogues with the government, we encouraged them to focus on environmental sustainability. We have
shared our perspective that as investors, we believe it is important to see progress on their stated sustainability goals and to
thoughtfully balance the trade-offs between conservation policy and concurrent pushes for greater economic development that
relies on extractive industries, a government priority. While there is opportunity for improvement on several ESG issues, we were
encouraged by the meaningful outcomes of their environmental sustainability agenda, which includes emissions reduction and zero
deforestation goals by 2030. Further, a carbon tax has been in place since 2017, driving innovation in carbon pricing and
underscoring the government’s commitment.
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PRINCIPLE 10: COLLABORATIVE ENGAGEMENT TO INFLUENCE ISSUERS
Our effort on collaborative stewardship through engagement includes both joining other investors in outreach to companies as well
as developing and shaping ESG guidance for companies alongside industry groups. Below details only a small subset of the
initiatives that PIMCO has developed or led to drive sustainable finance in fixed income. Full details are available in Principle 4.
PIMCO’s engagement in 2020 mainly focused on climate change, encouraging issuers to enhance disclosure on climate risks and
scenario analysis in line with TCFD recommendations, climate lobbying practices, GHG emission target setting and
implementation, linking executive compensation with climate targets, etc. Some of the joint engagements are met with progress by
issuers and constructive dialogues in 2020. In 2021, we plan to expand the topics for collaborative engagement to sustainable
proteins, deforestation, nutrition, etc., through our involvement in FAIRR and Access to Nutrition Initiative (ATNI).
•

Climate Action 100+:
– The CA100+ Initiative members sent in September 2020 a letter to 161 CEOs of global companies calling for commitments
to net zero business strategies. CA100+ seeks more robust and comparable information on how companies are realigning
their business models with the Paris Agreement and a net zero emissions future. PIMCO engaged several issuers as part
of CA100+. Our team also participates in various working groups under CA100+ to develop and streamline investor
expectations communicated to issuers in sectors such as midstream energy, electric utilities, state-owned oil and gas, and
transportation.
– Example outcome: A U.S. automotive company has made material progress on climate change, which addressed some of
the objectives of the CA100+ engagement. As part of the CA100+ group, PIMCO actively contributed to the call with the
issuer by highlighting the importance of Paris Agreement alignment to business resilience. Our team also reinforced the key
objectives on better climate disclosure, setting GHG targets and electric vehicle (EV) ambition in our bilateral discussion
with the issuer. In January 2021, the issuer announced its ambition to achieve net zero by 2040 and set science-based
targets for reducing GHG emissions in line with the Paris Agreement. The group sees this as a positive step taken by the
issuer and will continue the dialogue to clarify details on the ambition and track progress in the coming year.

•

FAIRR (Farm Animal Investment Risk & Return) Initiative:
– FAIRR is a global network of investors addressing ESG issues in protein supply chains, such as sustainable proteins,
antibiotic resistance, working conditions, deforestation, climate risks, etc. As part of this, the guide considers how firms can
plan for the impact of climate policies over different time horizons and assess their exposure to climate-related financial
risks so that they can adapt their businesses in response. PIMCO works closely with FAIRR on aligning our engagement
with best practices and the latest industry development. We have provided feedback on agenda setting, and will be leading
and supporting collaborative engagement on sustainable protein, working conditions and deforestation with at least seven
major issuers in the food sector. Our collaborative engagement work streams are scheduled to initiate from 2021 onwards.

•

CDP:
– Formerly the Carbon Disclosure Project, CDP is the world’s largest, most comprehensive dataset on environmental action,
empowering investors to make more informed decisions. Each year CDP supports thousands of companies, cities, states
and regions to measure and manage their risks and opportunities on climate change, water security and deforestation.
PIMCO supports the development of enhanced corporate disclosure regarding strategies to advance the Paris Agreement
and the SDGs, notably ambitious targets linked to climate action, water, biodiversity and forests. PIMCO participated in
CDP’s inaugural fixed income investor campaign in 2020, which was an investor-backed pilot program for a small group of
unlisted, bond-issuing companies. We provided guidance and feedback on the list of companies targeted and engaged
bilaterally with some of these issuers to help them bolster their reporting and strategy on climate change.
– Example outcomes: As a result of CDP’s 2020 fixed income investor campaign, 20 unlisted and never-before-disclosed
corporate and municipal bond issuers responded to the CDP by the end of its 2020 disclosure cycle for the first time and
enhanced their disclosure and increased their visibility. These included including Azure Power, Adani Green Energy,
Regency Centers, Boston Properties, Alexandria Real Estate, Suzano and CPI.
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PRINCIPLE 11: ESCALATING STEWARDSHIP WHEN NECESSARY
PIMCO views stewardship and engagement as a long-term and dynamic process that evolves over several years. While changes may
take time (years) to materialise, PIMCO analysts reinforce and follow up on ESG engagement objectives as part of their regular
interactions with issuers. We have found incorporating sustainability issues into this regular dialogue across multiple touchpoints to be
a highly effective method of steering for long-term improvement. Our escalation approach applies consistently across assets,
geographies and funds, in line with our obligation of fiduciary duty and treating clients fairly.
Progress is tracked by both the interim steps taken by issuers and effective communication (e.g., responsiveness, openness to
suggestions and references). If there is a need for accelerating progress, PIMCO focuses on potential break-through points via
constructive dialogues (e.g., providing references and examples to overcome technical hurdles, or meeting with senior
management).
Engagements may be escalated in the following scenarios:
1. Controversy driven: Negative idiosyncratic event/controversy occurs and issuer fails to communicate mitigation efforts or
resolve
2. Inadequate progress: Moderate ESG-performing issuer with engagement aspirations showing limited progress in pace or level
of ambition
3. Reluctance to engage: Issuer lacking willingness to participate in constructive ESG discussions, to disclose key and/or quality
ESG information

While we do not disclose specific engagements where progress may be slower than desired, any lack of progress or response is
taken into consideration. Ultimately, the persistent lack of response or progress from issuers and prevailing evidence of ESG risks
is reflected in the issuer ESG assessment, sustainability bond assessment, and investment recommendations for PIMCO
strategies, including dedicated ESG portfolios.
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Outcome
Ongoing and constructive dialogue has proven to be crucial in our engagement with a large energy company. We maintain regular
dialogue with the issuer as part of the Climate Action 100+ engagement initiative. After several meetings with the investor relations
and sustainability teams, we met with the CEO of the company to emphasise best practices in terms of climate strategy and
disclosure, including the importance of ratcheting up their carbon target and elaborating on their shift away from fossil fuels and
their governance for climate change. We believe that the elevated discussion helps the issuer’s management better understand the
rationales behind our engagement objectives and has contributed to the positive changes made by the issuer later in 2020. The
issuer tightened their GHG target, added a long-term net zero ambition for 2050 and outlined incremental measures for a lowcarbon transition.
Another example of escalation is informed by our ESG assessment. A paper and pulp producer in an emerging market issued a
sustainability-linked bond (SLB) associated with a sustainability performance target (SPT) for a reduction in carbon intensity of only
10.9% by 2025 vs. a 2015 baseline (and only a 5% improvement vs. a 2019 baseline). Our analyst team believed this lacked
ambition and a connection to the issuer’s most crucial sustainability issues such as biodiversity and deforestation. As a result,
PIMCO decided not to participate in the deal across accounts and conveyed our view via engagement. Our team met with company
management to share our thoughts on the bond framework and the company’s sustainability target(s). We also held in-depth
discussions on the company’s commitment, oversight and action plan for issues most material to the firm and provided
recommendations for improvement for future issuances and overall sustainability strategy. Following our discussion, the company
announced new targets on material topics and issued a new SLB associated with more ambitious topics and indicators in line with
our engagement requests. The progress and engagement outcomes are reflected in our ESG assessment, resulting in our
participation in their subsequent SLB. We continue to engage with the company on progress and long-term engagement objectives.
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PRINCIPLE 12: RIGHTS AND RESPONSIBILITIES
When necessary, in our role to support capital restructuring, PIMCO ensures that material sustainability issues are taken into
consideration when issuers reposition their business strategy. Our team provides expertise and advice to help issuers shape their
sustainability commitments within the capital condition.
PIMCO engages with issuers by proactively reviewing prospectuses of green, social, sustainability and sustainability-linked bonds.
We engage issuers to discuss the rationales and stringency of their ESG-labelled bond frameworks and share our view on best
practice, looking to raise the standards on ESG bonds. To support this effort, PIMCO developed a succinct guidance document
to summarise our expectations for issuers and bankers when bringing new sustainable bonds to market. The guidance builds on
existing ICMA principles and guidelines to ensure that bond frameworks demonstrate a connection with issuers’ sustainability
strategy, the Paris Agreement and the Sustainable Development Goals (SDGs) and that impact reporting meets the evolving needs
of ESG-focused investors.
PIMCO’s proxy voting policy outlines how we comply with our fiduciary obligations, with respect to accounts for which PIMCO has
discretionary voting authority. PIMCO has selected an unaffiliated third-party proxy research and voting service (the “Proxy
Service”) to assist it in researching and voting, and PIMCO reviews the third party’s and PIMCO’s own proxy voting policies and
practices at least annually. (See Principle 3 for more information on PIMCO’s proxy voting policy.)
Outcome
Over the course of 2020, PIMCO discussed the guidance with more than 100 issuers and investment bankers at various stages of
the sustainable bond journey. We believe this has helped to raise the standard for the industry, to the benefit of investors and the
global community. Below are two case studies.
Case study 1
For example, as a major debt holder involving in Niemen Marcus Group’s restructuring process, PIMCO met with the team in mid2020 to discuss ways to improve communication with investors on ESG topics in the near term and broader ESG target setting over
the longer term. PIMCO’s ESG team followed up with a comparative summary of Neiman Marcus Group’s ESG profile versus
peers, looking specifically at diversity, supply chain, gender equality, emissions targets, and level of disclosure. One specific goal
discussed was finalising their new board committee. Neiman Marcus Group now has a board which is predominately female and
diverse. The company is also in the process of preparing new ESG reporting for 2021 around various topics/initiatives including
workforce engagement, supply chain monitoring, and environmental issues and targets. These ESG initiatives have also been
elevated to be a board-level discussion for the company.
Case study 2
PIMCO engaged with Enel, an Italian utility company, through the UN Global Compact (UNGC) for several years on their
commitment to renewables and more recently through their participation in the UNGC symposium on SDG bonds – hosted at
PIMCO’s Newport Beach offices to encourage companies to issue SDG-linked bonds. At the end of 2019, the company issued a 5year “General Purpose SDG-linked Bond” in U.S. dollars (followed, later in the year, by a multi-tranche bond of the same type in
euros) – a first-of-its-kind instrument where proceeds are used for general corporate purposes and future coupon payments are
linked to their renewable growth strategy (25 basis point coupon step-up if targets are not achieved).
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APPENDIX
PIMCO’s ESG industry leadership

Industry Leadership

PRI Bondholder Engagement
Working Group
PIMCO is a member

PRI Sovereign Working Group
(SWG)
PIMCO is a member
Carbon Disclosure Project
(CDP)
PIMCO is a signatory

Overview
•

This group comprises ~15 asset owners and managers who support the PRI by sharing
their knowledge and experience in using bondholder engagement as a tool to help
investors manage and mitigate investment risks related to ESG factors.

•

Role includes exploring, defining and identifying trends in bondholder engagement, and
publishing guidance for investor implementation.

•

The purpose of this working group is to provide practical guidance for ESG integration and
effective engagement in sovereign debt investing, by i) analysing material ESG risks and
opportunities for sovereign bonds, ii) identifying main obstacles to further integration
practices, and iii) establishing rationale and boundaries to bondholder engagement.

•

Organisation that runs the global disclosure system for investors, companies, cities, states
and regions to manage their environmental impacts.

•

It is backed up by more than 650 investors totalling $87 trillion in assets.

•

The purpose of this committee is to advise the PRI Association Executive on what activities
PRI should/could undertake to stimulate, support and potentially monitor signatories who
seek to align their investment strategy, policy, asset allocation, mandates, selection
processes, investment decisions or active ownership with the ambitions of the SDGs.

•

This is a principle-based framework for businesses worldwide aimed to adopt sustainable
and socially responsible policies and report on their implementation.

•

PIMCO supports the ten principles of the Global Compact with respect to human rights,
labour, environment and anti-corruption and is committed to incorporating them into our
strategy, culture and day-to-day operations.

•

This brings together a multi-disciplinary group of finance practitioners and experts to
develop innovative private financial instruments that have the potential to direct private
finance toward critical sustainability solutions.

•

The goal is to improve the risk/return profile of SDG instruments to attract institutional
investors.

•

This group comprises leading asset owners and managers who recognise the need for
consistent, comparable, and reliable disclosure of material and decision-useful ESG
information.

•

The group participates in the ongoing standards development process and encourages
companies to participate in the development process.

•

This is a pledge made by investors to push 100 of the highest-emitting companies globally
to do more to tackle the threat of climate change.

•

More than 200 institutional investors with $26 trillion in assets under management pledged
to support this initiative.

•

This task force has created a set of non-binding, voluntary recommendations for better
climate-related financial disclosures.

•

Its goal is to help firms understand what financial markets want from disclosure in order to
measure and respond to climate change risks, and encourage firms to align their
disclosures with investors’ needs.

•

The leading investors coalition on climate change with more than 170 members across 13
countries, with more than €23 trillion in assets.

•

The IIGCC is the membership body for investor collaboration on climate change and the
voice of investors taking action for a prosperous, low carbon future.

PRI SDG Advisory Committee
PIMCO is a member

UN Global Compact
PIMCO is a participant

UN Global Compact SDG
Finance Lab
PIMCO is a member
Sustainability Accounting
Standards Board – Investor
Advisory Group (IAG)
PIMCO managing director
Christian Stracke is a founding
member
Climate Action 100+
PIMCO is an investor

FSB’s Task Force for ClimateRelated Financial Disclosures
(TCFD)
PIMCO is a signatory

Institutional Investors Group on
Climate Change (IIGCC)
PIMCO is a member
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Industry Leadership

Overview
•

This steering committee comprises asset owners and managers, and oversees work
streams related to raising awareness and understanding of responsible investing, helping
investors develop robust processes for implementing the PRI, engaging with credit rating
agencies on ESG integration, and identifying and sharing best practices among PRI
signatories.

•

The GISD will focus on accelerating long-term investment into sustainable development.

•

In partnership with investors, governments and multilateral institutions around the world,
the GISD will deliver concrete solutions to scale-up long-term finance and investment,
which will specifically contribute to the realization of the UN’s Sustainable Development
Goals (SDGs).

•

The association promotes building internationally accepted standards of best practice in
markets through the development of appropriate, broadly accepted guidelines, rules,
recommendations and standard documentation. In order to maintain and enhance the
framework of cross-border issuing, trade and investing in debt securities.

•

The executive committee is responsible for the executive management and administration
of the association, including addressing all matters relating to the ICMA’s principles: the
Green Bond Principles (GBP), Social Bond Principles (SBP) and Sustainability Bond
Guidelines (SBG). Ketish Pothalingam, an executive vice president of PIMCO, is on the
Executive Committee.

•

A global asset owner-led initiative (including clients and investment consultants) that
assesses companies’ preparedness for the transition to a low-carbon economy.

•

TPI data and tools help inform our assessment of climate risks and engagement with bond
issuers.

•

A leading organisation focused on fixed income and climate change solutions.

•

CBI has been instrumental in supporting more robust data and standards to propel the
green bond market, and remains heavily involved in shaping new green bond-related
regulations.

•

PIMCO, in partnership with the UN Global Compact and energy utility Enel, launched the
CFO Taskforce.

•

The aim of the taskforce is to mobilise hundreds of CFOs to tackle the financing needs
around the Sustainable Development Goals.

•

A global network of investors addressing ESG issuers in protein supply chains, with more
than $23 trillion in member AUM.

•

The aim of the initiative is to build a network of investors who are aware of the issues
linked to intensive animal production and seek to minimise the risks within the broader food
system.

•

Aims to track and drive the contribution made by the food and beverage sector to
addressing the world’s global nutrition challenges through research and collaborative
engagement.

•

More than 60 institutional investors with $13.6 trillion in assets under management pledged
to support this initiative.

•

Initiative created following the 2015 Paris Agreement to collectively mitigate the effects of
climate change.

•

Aims to help sovereign wealth funds foster a shared understanding of key principles,
methodologies and indicators related to climate change; identify climate-related risks and
opportunities in their investments; and enhance their decision-making frameworks to better
inform their priorities as investors and financial market participants.

PRI Fixed Income Advisory
Committee
PIMCO is a member

Global Investors for Sustainable
Development Alliance (GISD)
PIMCO is a member

International Capital Markets
Association (ICMA)
PIMCO is a member of the
Executive Committee

Transition Pathway Initiative
(TPI)
PIMCO is a supporter

Climate Bonds Initiative (CBI)
PIMCO is a partner

CFO Taskforce
PIMCO is a co-founder

FAIRR
PIMCO is a member

Access to Nutrition Initiative
PIMCO is a member

One Planet Framework
PIMCO is a member
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PIMCO’s ESG Leadership Team: Additional information
In addition to the information provided in Principle 2, here are brief biographies of other members of PIMCO’s ESG Leadership
Team.
•

Lupin Rahman: Ms. Rahman is an executive vice president and portfolio manager in the London office. She is PIMCO's global
head of sovereign credit on the emerging markets (EM) portfolio management team and responsible for ESG (environmental,
social, and governance) integration across PIMCO's investment strategies. Prior to joining PIMCO in 2008, she spent five
years at the International Monetary Fund as an emerging markets macroeconomist. Before joining the IMF, she worked for the
World Bank, the Centre for Economic Performance, and STICERD (the Suntory and Toyota International Centres for
Economics and Related Disciplines). She has 24 years of investment experience and holds a Ph.D. in economics from the
London School of Economics.

•

Ryan Korinke: Mr. Korinke is a managing director and global head of sustainability, overseeing the business management of
the firm's environmental, social, governance and sustainability efforts. He is a member of PIMCO’s executive office,
contributing to firmwide strategic, financial and operational initiatives. Prior to this role, he was head of hedge fund and
quantitative strategies, leading the growth and development of the firm’s discretionary and systematic absolute return
strategies. He has also served as an account manager with institutional client servicing responsibility and as a product
strategist for fixed income strategies. Prior to joining PIMCO in 2005, Mr. Korinke was with The Concord Group, a real estate
investment advisory firm. He has 21 years of investment experience and holds an MBA from the Marshall School of Business
at the University of Southern California. He received an undergraduate degree from Harvard University.

•

Gavin Power: Mr. Power is an executive vice president and chief of sustainable development and international affairs. Prior to
joining PIMCO in 2018, he was the deputy executive director of the United Nations Global Compact, which advances
sustainability and responsible investment in more than 160 countries. There he advised U.N. secretaries-general and oversaw
sustainability initiatives in both developed and emerging markets. Between 2012 and 2015, Mr. Power co-led the U.N. Global
Compact’s role in developing the Sustainable Development Goals. He also led government affairs for the U.N. Global
Compact, interacting at ambassadorial and ministerial levels. He was a co-founder and board member of the Principles for
Responsible Investment, launched in 2006, and he has held senior positions at Ketchum and Levi Strauss and worked as a
financial journalist for the San Francisco Chronicle. He holds a degree in economics from the University of California, as well
as U.N. accreditation in leadership and ethics, and human rights. He is on the board of the Pacific Institute, an environmental
research and advocacy organization, and is a member of the U.N. Development Program's SDG Impact Committee.

•

Tina Adatia: Ms. Adatia is an executive vice president and product strategist in the London office, focusing on global fixed
income and ESG strategies. Previously, she was an account manager focusing on the Middle East and North Africa region and
servicing institutional clients. Prior to joining PIMCO in 2004, she was on the consultant relationship team at Henderson Global
Investors and was also an investment associate at Hewitt in London. She has 17 years of investment experience and holds an
undergraduate degree in economics and actuarial science from the University of Southampton.

•

Kwame Anochie: Mr. Anochie is an executive vice president and a member of PIMCO's global wealth management group in
the Newport Beach office, where he oversees the team’s separate account servicing, including sub-advised funds and HNW
family office relationships. Mr. Anochie is also a member of PIMCO's Global Sustainability leadership, helping to oversee the
firm's environmental, social and governance efforts. Prior to joining PIMCO in 2003, he was with Wells Fargo Bank's
commercial lending group. He has 19 years of investment experience and holds an MBA from the Anderson School of
Management at the University of California, Los Angeles. He received his undergraduate degree from the University of
Southern California.

•

Paul Reisz: Mr. Reisz is an executive vice president in the Newport Beach office and head of the multi-sector fixed income
team, with responsibility across total return, global, income, unconstrained, and enhanced cash strategies. In addition, he is
responsible for municipal bonds, emerging markets, and ETFs. Prior to joining PIMCO in 2000, he was with Transamerica
Asset Management for more than 10 years, responsible for business development, client servicing, and product development.
He has 37 years of investment experience and holds an undergraduate degree from the University of California, Berkeley and
an MBA from the Marshall School of Business at the University of Southern California. He is a CFA charter holder and a
licensed CPA.

ESG policy statement
PIMCO’s ESG Policy Statement can be found here.

54

Go to Table of Contents

PIMCO Europe Ltd (Company No. 2604517) is authorised and regulated by the Financial Conduct Authority (12 Endeavour Square, London E20 1JN) in the U.K. The services
provided by PIMCO Europe Ltd are not available to retail investors, who should not rely on this communication but contact their financial adviser. PIMCO Europe GmbH (Company
No. 192083, Seidlstr. 24-24a, 80335 Munich, Germany), PIMCO Europe GmbH Italian Branch (Company No. 10005170963), PIMCO Europe GmbH Spanish Branch (N.I.F.
W2765338E) and PIMCO Europe GmbH Irish Branch (Company No. 909462) are authorised and regulated by the German Federal Financial Supervisory Authority (BaFin) (MarieCurie-Str. 24-28, 60439 Frankfurt am Main) in Germany in accordance with Section 32 of the German Banking Act (KWG). The Italian Branch, Irish Branch and Spanish Branch are
additionally supervised by: (1) Italian Branch: the Commissione Nazionale per le Società e la Borsa (CONSOB) in accordance with Article 27 of the Italian Consolidated Financial
Act; (2) Irish Branch: the Central Bank of Ireland in accordance with Regulation 43 of the European Union (Markets in Financial Instruments) Regulations 2017, as amended; and
(3) Spanish Branch: the Comisión Nacional del Mercado de Valores (CNMV) in accordance with obligations stipulated in articles 168 and 203 to 224, as well as obligations
contained in Tile V, Section I of the Law on the Securities Market (LSM) and in articles 111, 114 and 117 of Royal Decree 217/2008, respectively. The services provided by PIMCO
Europe GmbH are available only to professional clients as defined in Section 67 para. 2 German Securities Trading Act (WpHG). They are not available to individual investors, who
should not rely on this communication.| PIMCO (Schweiz) GmbH (registered in Switzerland, Company No. CH-020.4.038.582-2) . The services provided by PIMCO (Schweiz)
GmbH are not available to retail investors, who should not rely on this communication but contact their financial adviser.
Past performance is not a guarantee or a reliable indicator of future results. An investment in a fund involves a risk of total loss of capital.
The information herein is not intended to provide, and should not be relied on for, accounting, legal, tax, investment or other advice. Recipient should consult its own counsel,
accountant, investment, tax, business and any other advisers as to legal, accounting, regulatory, investment, tax and any other matters, including economic risks and merits, related
to making an investment in the Fund.
ESG
Socially responsible investing is qualitative and subjective by nature, and there is no guarantee that the criteria utilized, or judgment exercised, by PIMCO will reflect the beliefs or
values of any one particular investor. Information regarding responsible practices is obtained through voluntary or third-party reporting, which may not be accurate or complete, and
PIMCO is dependent on such information to evaluate a company’s commitment to, or implementation of, responsible practices. Socially responsible norms differ by region. There is
no assurance that the socially responsible investing strategy and techniques employed will be successful. Past performance is not a guarantee or reliable indicator of future results.
Outlook
Statements concerning financial market trends are based on current market conditions, which will fluctuate. There is no guarantee that these investment strategies will work under
all market conditions, and each investor should evaluate their ability to invest for the long term, especially during periods of downturn in the market. Outlook and strategies are
subject to change without notice.
Risk
Investing in the bond market is subject to risks, including market, interest rate, issuer, credit, inflation risk, and liquidity risk. The value of most bonds and bond strategies are
impacted by changes in interest rates. Bonds and bond strategies with longer durations tend to be more sensitive and volatile than those with shorter durations; bond prices
generally fall as interest rates rise, and the current low interest rate environment increases this risk. Current reductions in bond counterparty capacity may contribute to decreased
market liquidity and increased price volatility. Bond investments may be worth more or less than the original cost when redeemed. Commodities contain heightened risk, including
market, political, regulatory and natural conditions, and may not be suitable for all investors. Currency rates may fluctuate significantly over short periods of time and may reduce the
returns of a portfolio. Derivatives may involve certain costs and risks, such as liquidity, interest rate, market, credit, management and the risk that a position could not be closed
when most advantageous. Investing in derivatives could lose more than the amount invested. Equities may decline in value due to both real and perceived general market,
economic and industry conditions. Investing in foreign-denominated and/or -domiciled securities may involve heightened risk due to currency fluctuations, and economic and
political risks, which may be enhanced in emerging markets. Sovereign securities are generally backed by the issuing government. Obligations of US government agencies and
authorities are supported by varying degrees, but are generally not backed by the full faith of the US government. Portfolios that invest in such securities are not guaranteed and will
fluctuate in value. High yield, lower-rated securities involve greater risk than higher-rated securities; portfolios that invest in them may be subject to greater levels of credit and
liquidity risk than portfolios that do not. Mortgage- and asset-backed securities may be sensitive to changes in interest rates, subject to early repayment risk, and while generally
supported by a government, government-agency or private guarantor, there is no assurance that the guarantor will meet its obligations. Income from municipal bonds may be
subject to state and local taxes and at times the alternative minimum tax. Swaps are a type of derivative; swaps are increasingly subject to central clearing and exchange-trading.
Swaps that are not centrally cleared and exchange-traded may be less liquid than exchange-traded instruments. Inflation-linked bonds (ILBs) issued by a government are fixed
income securities whose principal value is periodically adjusted according to the rate of inflation; ILBs decline in value when real interest rates rise. Treasury Inflation-Protected
Securities (TIPS) are ILBs issued by the US government. Certain US government securities are backed by the full faith of the government. Obligations of US government agencies
and authorities are supported by varying degrees but are generally not backed by the full faith of the US government. Portfolios that invest in such securities are not guaranteed and
will fluctuate in value.
As of 31 December 2021. SOURCE: PIMCO Based on PIMCO managed portfolios with at least a 5-years history. The after-fees performance of each portfolio was compared to the
portfolio’s primary benchmark. If the after-fees portfolio performance was greater than the benchmark performance for a given period, the assets in that portfolio were included in
the outperforming data. Benchmark outperformance indicates the performance of a portfolio as compared to its benchmark. As such, it does not indicate that a portfolio’s
performance was positive during any given period. For example, if a portfolio declined 3% during a given period, and its benchmark declined 4%, the portfolio would have
outperformed its benchmark, even though it lost value during the period. Certain absolute return oriented portfolios contained within the data may inflate the data either positively or
negatively due to the low return/volatility characteristics of the primary benchmark. For example a portfolio measured against 3-month USD Libor would be more likely to out- or
underperform its benchmark. No measure of past performance should be understood to ensure that future performance will be positive, whether on a relative or
absolute basis.
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As of 31 December 2020. SOURCE: PIMCO. Based on PIMCO managed portfolios with at least a 5-years history. The after-fees performance of each portfolio was compared to
the portfolio’s primary benchmark. If the after-fees portfolio performance was greater than the benchmark performance for a given period, the assets in that portfolio were included
in the outperforming data. Benchmark outperformance indicates the performance of a portfolio as compared to its benchmark. As such, it does not indicate that a portfolio’s
performance was positive during any given period. For example, if a portfolio declined 3% during a given period, and its benchmark declined 4%, the portfolio would have
outperformed its benchmark, even though it lost value during the period. Certain absolute return oriented portfolios contained within the data may inflate the data either positively
or negatively due to the low return/volatility characteristics of the primary benchmark. For example a portfolio measured against 3-month USD Libor would be more likely to out- or
underperform its benchmark. No measure of past performance should be understood to ensure that future performance will be positive, whether on a relative or
absolute basis.
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